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RULES  AND  REGULATIONS 


Title  45 — Public  Welfare 

CHAPTER  I— OFFICE  OF  EDUCATION,  DE¬ 
PARTMENT  OF  HEALTH,  EDUCATION, 

AND  WELFARE 

PART  144— NATIONAL  DIRECT  STUDENT 
LOANS 

PART  176— SUPPLEMENTAL  EDUCA¬ 
TIONAL  OPPORTUNITY  GRANTS 

Interim  Regulations 

1.  The  National  Direct  Student  Lioan 
Program  (NDSL)  is  a  long-term,  defer¬ 
red  repayment  loan  program  established 
at  institutions  of  postsecondary  educa¬ 
tion  to  provide  loans  to  needy  students  to 
meet  their  educational  expenses. 

A  student  may  borrow  up  to  a  total  of : 
^a)  $2,500  if  he  is  enrolled  in  a  vocational 
program  or  if  he  has  completed  less  than 
two  years  of  a  program  leading  to  a 
bachelor’s  degree;  (b)  $5,000  if  he  is  an 
imdergraduate  student  who  has  already 
completed  two  years  of  study  toward  a 
bachelor’s  degree;  (This  total  includes 
any  amount  he  has  borrowed  under  the 
NDSL  Program  for  his  first  two  years  of 
study)  and  (c)  $10,000  for  graduate 
study.  (This  total  includes  any  amoimt 
the  student  borrowed  under  the  NDSL 
Program  for  his  undergraduate  study.) 

Repayment  on  these  loans  begins  9 
months  from  the  time  a  student  grad¬ 
uates  or  ceases  to  be  enrolled  as  at  least 
a  halt-time  student.  Normally  the  stu¬ 
dent  is  allowed  ten  years  to  repay  the 
loan.  During  the  repasment  period,  the 
interest  charge  is  3  percent  simple  in¬ 
terest  on  the  unpaid  balance  of  the  loan 
principal.  Loans  are  repaid  directly  to 
the  lending  institution  and  are  thus 
available  for  making  new  loans  .to  other 
needy  students.  ~ 

No  payments  are  required  and  no  in¬ 
terest  accrues  for  up  to  three  years  while 
the  student  borrower  serves  as  a  member 
of  the  Armed  Forces  of  the  United 
States,  Peace  Corps,  or  Vista.  Also  no 
payment  is  required  and  no  interest  ac¬ 
crues  during  periods  when  the  student 
borrower  is  enrolled  for  at  least  a  half¬ 
time  course  of  study  at  an  eligible  post¬ 
secondary  institution. 

Cancellation  of  part  or  all  of  a  loan 
may  be  granted  to  student  borrowers  who 
go  into  certain  fields  of  teaching  or  spec¬ 
ified  military  duty. 

A  prospective  student  borrower  should 
contact  the  financial  aid  officer  at  the 
Institution  in  which  he  is  enrolled  or  ex¬ 
pects  to  be  enrolled  for  details  concern¬ 
ing  an  application  for  such  a  loan. 

A  notice  of  proposed  rule  making  was 
published  in  the  Federal  Register  on 
October  14,  1975  (40  FR  48252-48264) 
setting  forth  regulations  for  the  National 
Direct  Student  Loan  Program  authorized 
by  Title  TV  of  the  Higher  Education  Act 
of  1965,  as  amended  (20  U.S.C.  1087aa- 
87ff),  and  Title  n  of  the  National  De¬ 
fense  Education  Act  of  1958  (20  U.S.C. 
421-29).  Pursuant  to  section  503  of  the 
Education  Amendments  of  1972  (Pub.  L. 
92-318)  hearings  were  held  at  the  U.S. 
Office  of  Education  in  Washington,  D.C. 
and  the  Regional  Offices  of  Education  in 
Dallas,  Texas  and  San  Francisco,  Cali¬ 
fornia  and  comments  were  received  on 


the  proposed  regulation.  In  addition,  in¬ 
terested  persons  were  invited  to  submit 
written  comments  and  recommendations 
to  the  U.S.  Office  of  Education,  Room 
2085,  Federal  Office  Building  Six,  400 
Maryland  Avenue.  SW.,  Washington, 
D.C.,  Attention:  Chairman,  Office  of  Ed¬ 
ucation  Task  Force  on  Section  503. 
Written  comments  were  received  and 
considered. 

Furthermore,  the  Education  Amend¬ 
ments  of  1976,  Pub.  L.  94-482  was  en¬ 
acted  which  made  changes  in  the  oper¬ 
ation  of  the  Loan  Program.  Those 
changes  affecting  the  operation  of  the 
program  for  the  current  academic  year 
have  been  incorporated  into  these  reg¬ 
ulations. 

As  g,  result  of  such  comments,  interim 
regulations  are  being  published,  as  set 
forth  below,  to  enable  further  public 
comments,  suggestions,  and  recommen¬ 
dations.  These  interim  regulations,  when 
they  become  effective  in  accordance  with 
section  431(d)  of  the  General  Education 
Provisions  Act  (20  U.S.C.  1232(d)),  will 
govern  the  operation  of  the  National  Di¬ 
rect  Student  Loan  Program  until  such 
time  as  final  regulations  are  published 
and  become  effective. 

Interested  parties  are  invited  to  sub¬ 
mit  written  comments,  suggestions,  or 
objections  to  the  Office  of  Education, 
Bureau  of  Postsecondary  Education,  Di¬ 
vision  of  Student  Financial  Aid,  Room 
4004,  7th  &  D  St.,  S.W.,  Washington,  D.C. 
20202.  All  relevant  material  must  be  re¬ 
ceived  not  later  than  February  22,  1976. 
Comments  received  will  be  available  for 
public  inspection  at  the  above  office 
Monday  through  Friday  between  8:00 
a.m.  and  4:30  p.m. 

A.  Summary  of  Comments — Office  of 
Education  Response.  The  following  oral 
and  written  comments  were  received  by 
the  Office  of  Education  regarding  the 
notice  of  proposed  rulemaking  (NPRM) . 
After  a  summary  of  each  comment,  a  re¬ 
sponse  is  set  forth  stating  the  changes 
which  have  been  made  in  the  regulation, 
or  the  reasons  why  no  change  is  deemed 
necessary.  In  view  of  the  large  volume 
of  comments  received,  the  Office  of  Ed¬ 
ucation  has  siunmarized  as  many  of  the 
comments  as  possible  under  single  head¬ 
ings. 

Section  144.2  Definitions 

ACADEMIC  TEAR 

Comment.  One  commenter  requested 
clarification  of  the  verb  “complete”  as  it 
is  used  in  this  definition,  questioning 
whether  it  implied  a  specific  require¬ 
ment  upon  a  student  to  earn  credits  or 
to  remain  enrolled  in  a  course  from  which 
he  might  otherwise  choose  to  withdraw. 

Response.  The  definition  of  an  “aca¬ 
demic  year”  is  an  attempt  to  define  a 
period  of  time  in  a  manner  which  will 
provide  comparability  among  institu¬ 
tions  using  differing  units  of  measure¬ 
ment  for  organizing  instructional  peri¬ 
ods.  Taken  in  context,  the  verb  “com¬ 
plete”  clearly  is  used  in  a  general  sense 
as  part  of  the  d^nition  of  a  unit  of 
measurement:  “•  •  ‘a  period  of  time 
•  •  *  in  which  a  full-time  student  would 
normally  be  expected  to  complete  the 


equivalent'  •  •  Student  eligibility  re¬ 
quirements  are  included  elsewhere  in  the 
regulations. 

Comment.  Two  commenters  questioned 
whether  a  difference  in  meaning  was  in¬ 
tended  in  the  use  of  the  verbs  “pursuing” 
in  tlefining  a  full-time  student  and 
“carrying”  in  defining  a  half-time  stu- 
^nt. 

^Response.  No  difference  was  Intended. 
In  response  to  the  commenter’s  sugges¬ 
tion,  the  term  “carrying”  will  be  used 
uniformly  in  both  definitions. 

GOOD  standing 

Comment.  Several  commenters  recom- 
mended-that  the  definition  of  the  term 
“good  standing”  be  amended  to  include 
criteria  other  than  simple  eligibility  to 
continue  in  attendance  in  accordance 
with  institutional  standards  and  prac¬ 
tices.  These  commenters  noted  that  some 
public  institutions  are  required  by  State 
law  to  permit  any  State  resident  to  con¬ 
tinue  in  attendance  as  long  as  he  or  she 
wishes,  without  regard  to  the  student’s 
academic  performance. 

Response.  The  commenter’s  recom¬ 
mendation  has  been  adopted.  The  defini¬ 
tion  of  “good  standing”  has  been  ex¬ 
panded  to  provide  that  for  purposes  of 
student  eligibility  imder  the  National 
Direct  Student  Loan  Program,  institu- 
tiiHial  standards  must  provide  that  the 
student  is  making  measurable  progress 
toward  the  completion  of  his  course  of 
study.  Thus  a  student  who  fails  all  of  his 
courses  cannot  be  considered  in  good 
standing  for  purposes  of  determining  his 
eligibility  for  continued  aid  under  the  Na¬ 
tional  Direct  Student  Loan  Program. 

HALF-TIME  STUDENT 

Comment.  One  commenter  suggested 
that  for  purposes  of  consistency  the 
phrase  “whether  or  not  for  credit”  should 
either  be  deleted  from  the  definition  of  a 
full-time  student  or  added  to  the  defini¬ 
tion  of  a  half-time  student. 

Response.  The  commenter’s  point  is 
well  taken;  the  phrase  “whether  or  not 
for  credit”  has  been  deleted  from  the 
definition  of  a  full-time  student. 

Comment.  One  commenter  suggested 
that  the  minimum  number  of  semester  or 
quarter  hours  cited  in  §  144.2  (u) 
(former^  S  144.2 (p)  in  the  NPRM)  as 
necessary  to  constitute  a  half-time 
acad^nlc  worii  load  should  be  increased 
from  six  to  eight. 

Response.  The  suggestion  was  not 
adopt^  as  a  requirement  for  all  insti¬ 
tutions;  however  the  commenter’s  insti¬ 
tution  may  use  such  a  higher  standard  if 
it  chooses  to  do  so.  The  Office  of  Educa¬ 
tion  has  tried  to  develop  a  definition 
which  will  accommodate  a  wide  variety 
of  pri^rams  and  institutions  of  post¬ 
secondary  education.  The  standard  for 
determining  half-time  student  status  is 
to  be  established  by  the  institution,  ex¬ 
cept  that  for  this  program  it  may  not  be 
less  than  the  minimum  set  by  the  Office 
of  Ekiucation. 

Comment.  Sevei*al  commenters  noted 
that  institutions  frequently  have  differ¬ 
ent  standards  for  full-time  (and  half¬ 
time)  student  status  at  the  graduate 
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level  as  compared  to  their  standards  for 
und^raduates,  often  requiring  an 
academic  work  load  of  fewer  course  hours 
than  that  required  fmr  imdergraduates. 
Therefore,  the  commenters  stiggested 
that  the  definition  of  a  “half-time  stu¬ 
dent”  should  be  expanded  to  include  a 
lower  minimum  number  of  hours  per 
term  for  graduate  and  professional  half¬ 
time  students. 

Response.  In  accordance  with  the  com¬ 
menters’  suggestions,  a  definition  of  the 
term  “half-time  graduate  student”  has 
been  included  in  the  regulations. 

Comment.  Two  commenters  suggested 
the  inclusion  in  the  regulations  of  a  defi¬ 
nition  of  “postsecondary  student”  to 
facilitate  eligibility  determinations. 

Response.  The  suggesticm  was  not 
adopted.  The  Office  of  Education  con¬ 
siders  §  144.9  which  sets  forth  student 
eligibility  criteria  to  be  sufficient  to  re¬ 
solve  any  eligibility  questions  which  may 
arise. 

Comment.  Two  commenters  objected 
to  the  requirement  set  forth  in  §  144.2 
Cx)  (1)  of  the  ^regulation  (S  144.2(r)  of 
the  NPRM)  which  defines  an  institution 
of  higher  education  as  admitting  “as 
regular  students  only  persons  having  a 
certificate  of  graduation  from  a  school 
providing  secondary  education,  or  the 
recognized  equivalent  of  such  a  cer¬ 
tificate.”  One  commenter  observed  that 
many  commtmlty  colleges  regularly,  en¬ 
roll  students  in  academic  programs  with¬ 
out  reference  to  their  graduation  from 
high  school  or  other  certification.  An¬ 
other  commenter  noted  that  some  in¬ 
stitutions  may  enroll  students  who  have 
failed  to  complete  high  school  and  have 
no  recognized  equivalent  of  a  diploma, 
but  are  considered  by  the  institution  to 
be  qualified  for  admission.  One  com¬ 
menter  questioned  whether  an  institu¬ 
tion  following  such  a  practice  would  be 
ineligible  to  participate  in  the  National 
Direct  Student  Loan  Program  and  an¬ 
other  suggested  that  the  definiticm  be 
amended  to  Include  institutions  which 
admit  primarily  students  with  high 
school  diplomas  or  the  equivalent  but 
also  others  whom  the  Institutions  deems 
qualified.  * 

Response.  The  definition  to  which  the 
commenters  object  is  set  forth  in  §  1201 
(a)  of  the  Higher  Education  Acfrof  1965, 
as  amended  (20  U.S.C.  1141),  and  can¬ 
not  be  changed  by  regula,tion.  It  should 
be  noted  that  §  1201(a)  (1)  of  the  High¬ 
er  Education  Act  and  §  144.2(x)  (1)  of 
the  regulations  require  that  institutions 
of  higher  education  admit  as  regular 
students  only  persons  having  a  high 
school  diploma  or  the  recognised  equiv¬ 
alent.  Therefore,  any  institution  which 
admits  as  regular  students,  persons  who 
do  not  have  a  high  school  diploma  or  the 
recognized  equivalent  may  not  qualify  as 
an  institution  of  higher  education  and 
therefore  may  not  participate  in  the  Na¬ 
tional  Direct  Student  Loan  Program. 

PROPRIETARY  INSTITUTION  OF  HIGHER 
EDUCATION 

Comment.  One  commenter  suggested 
that  the  resolution  of  eligibility  questicms 
could  be  facilitated  if  the  definition  of 


an  eligible  progrram  of  study  were  in¬ 
cluded. 

Response.  The  commenter's  suggestion 
has  been  adopted.  A  minimum  standard 
for  an  eligible  program  of  study  has  been 
included  in  the  definiticm  of  a  “Propri¬ 
etary  institution  of  higher  education.” 
A  similar  standard  has  been  included  in 
the  definition  of  “Institution  of  higher 
education”  with  respect  to  a  one  year 
vocational  technical  school. 

SELF-SUPPORTINC  OR  INDEPENDENT  STUDENT 

Comment.  The  proposed  definiticm  in¬ 
cluded  a  requirement  that  the  student 
“has  not  lived  or  will  not  live  for  more 
than  two  consecutive  weeks  in  the  home 
of  a  parent  during  the  calendar  year.” 
Most  of  the  commenters  felt  that  two 
weeks  was  too  restrictive  a  period  for  a 
student  who  became  ill  or  for  a  student 
recently  separated  from  a  spouse.  Many 
commenters  offered  alternative  periods 
of  time  for  visits,  varying  from  three 
weeks  to  four  months,  while  others  sug¬ 
gested  adding  a  waiver  for  exceptlcmal 
circumstances.  One  commenter  objected 
to  the  $600  limitation  on  the  amount  of 
assistance  a  “self-supporting  student” 
could  receive  from  his  or  her  parent(s) , 
and  suggested  that  it  should  be  raised  to 
a  higher  level.  In  addition  several  com¬ 
menters  were  concerned  that  the  defini¬ 
tion  did  not  make  clear  whether  one  or 
both  parents  should  be  deceased  for  a 
student  to  be  declared  “self-supporting.” 

Response.  The  definition  of  self-sup¬ 
porting  or  independent  student  is  an  at¬ 
tempt  to  define  in  objectively  measurable 
terms  the  nature  of  a  relationship  which 
is  essentially  subjective  rather  than  ob¬ 
jective.  Except  with  regard  to  veterans 
this  definition  Is  one  which  is  or  will  be 
used  by  the  other  program^  of -student 
financial  aid  administered  by  the  Office 
of  Education.  (Section  464(e)  of  the  Act 
(20  U.S.C.  1087dd(e))  in  effect  requires 
that  veterans  be  treated  as  independent 
students  under  this  part.)  It  is  recog¬ 
nized  that  the  proposed  definition  is 
somewhat  arbitrary,  but  for  the  sake  of 
consistency  with  otiier  programs  it  is  not 
being  changed.  However,  to  accommo¬ 
date  the  concerns  which  were  expressed 
about  this  definition,  provision  was  made 
in  §  144.12  to  give  the  student  financial 
aid  officer  at  an  institution  the  discre¬ 
tionary  authority  to  determine  in  any 
particular  case  whether  the  relationship 
between  a  student  and  his  parents  is  of 
such  a  nature  that  it  is  unreasonable  to 
expect  the  parents  to  contribute  towards 
the  student’s  cost  of  education,  regard¬ 
less  of  whether  that  student  qualifies 
as  an  independent  student. 

The  intent  of  the  provision  concerning 
a  deceased  parent  is  simply  to  state  the 
obvious :  A  student  cannot  be  considered 
to  be  dependent  on  a  deceased  person. 
However,  the  death  of  one  parent  does 
not  automatically  make  it  unreasonable 
to  expect  the  surviving  parent  to  con¬ 
tribute  towards  the  student’s  cost  of  edu¬ 
cation.  Therefore,  if  there  is  a  surviving 
parent,  the  test  enumerated  in  the  first 
part  of  the  definition  would  have  to  be 
met  with  respect  to  the  relationship  be¬ 
tween  the  student  and  the  surviving  par¬ 


ent  before  the  student  could  be  consid¬ 
ered  self-supporting  or  independent. 
Again,  any  hardship  resulting  from  the 
definition  may  be  rectified  by  the  insti¬ 
tution’s  financial  aid  officer. 

Comment.  Many  commenters  expressed 
varying  viewpoints  on  the  definition«of 
default  as  provided  in  §  144.2(f)  (2)  of 
the  notice  of  proposed  rule  making.  Most 
commenters  objected  to  having  default 
of  120  to  180  da^s  predicated  upon  the 
frequency  of  repayment,  i.e.,  monthly 
versus  bimonthly  and  quarterly  repay¬ 
ment  schedules.  Most  preferred  one  pe¬ 
riod  of  120  days  for  default  on  schedules 
of  any  frequency.  One  commenter  sug¬ 
gested  a  90  day  period  on  all  loans.  One 
commenter  suggested  a  definition  of 
“minor  default” — 120  days  versus  “major 
default” — 180  days. 

Response.  The  Education  Amendments 
of  1976  in  effect  adopted  the  definition 
of  default  set  forth  in  the  notice  of  pro¬ 
posed  rule  making  so  no  change  was 
made.  Furthermore  section  130(c) 
amoided  s^tion  463  of  the  Act  to  require 
that  an  inibitutions  report  to  the  Com¬ 
missioner  on  at  least  a  semi-annual  basis 
the  number  of  loans  in  default. 

Section  144.3  Apportionment  and  Reap- 

PORTIONHENT  OP  FEDERAL  CAPITAL  CON¬ 
TRIBUTIONS  TO  States 

Comment.  Several  commenters  sug¬ 
gested  alternative  methods  of  apportion¬ 
ment  and  reapportionment  of  funds 
among  the  States  such  that  distribution 
should  first  be  made  within  a  State,  then 
within  a  region  and  finally  nation-wide. 
One  ccHnmenter  suggested  that  the  for¬ 
mula  set  forth  in  §  144.3(a)(1)  be 
amended  to  include  students  enrolled  on 
at  least  a  half-time  basis  rather  than 
only  full-time  students. 

Response.  Both  the  apportionment  and 
reapportionment  provisions  are  required 
by  the  authorizing  statute  ( §  462  of  the 
Act;  20  U.S.C.  1087bb)  and  therefore 
may  not  be  changed. 

Comment.  Several  commenters  recom¬ 
mended  that  the  method  stated  in  former 
regulations  and  in  S  144.3(a)(1)  of\  the 
proposed  regulations  by  which  the  Com¬ 
missioner  exercises  his  discretion  to  ap¬ 
portion  10%  of  the  National  Direct  Stu¬ 
dent  Loan  appropriation  be  phased  out 
and  that  the  Commissioner  exercise  his 
discretion  by  apportioning  this  sum  in 
accordance  with  the  statutory  formula 
under  which  the  90%  initial  ■  allotment 
to  the  States  is  allocated. 

Resonse.  The  Office  of  Education  con¬ 
curs  in  this  suggestion  and  is  drafting 
a  new  regulation  which  would  put  the 
recommendation  into  effect.  However, 
since  this  change  would  have  a  substan¬ 
tial  Impact  on  the  amount  of  funds  that 
Institutions  would  receive,  the  Office  of 
Education  plans  to  publish  it  as  a  notice 
of  proposed  rule  making  on  which  public 
comment  will  be  Invited.  Meanwhile,  no 
change  is  made  in  the  regulation. 

Section  144.5  ti  144.6  Institutional 

Applications  and  Funding  Criteria 

Comment.  Several  commenters  ob¬ 
jected  to  the  method  used  to  calculate 
delinquency  rates  specified  in  §  144.5 
(a)(ll). 
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Response.  New  definitions  of  “Delin¬ 
quency  rate”  (§  144.2(h))  and  “Uncol¬ 
lectible”  (§144.2(gg))  have  been  in¬ 
cluded.  The  effect  of  these  revisions  is 
to  exclude  from  the  calculated  delin¬ 
quency  rate,  for  purposes  of  §  144.5(a) 
(11) ,  any  loan  which  the  institution  may 
return  to  the  Federal  Government  as 
uncollectible. 

Comment.  Two  commenters  expressed 
the  view  that  it  is  unreasonable  to  re¬ 
quire,  as  does  §144.5  (a)  (12),  that  an 
explanation  be  given  if  the  estimated 
amount  of  funds  collected  too  late  for 
relending  exceeds  25  percent  of  the  total 
amount  received  during  the  entire  fiscal 
year,  since  their  last  disbursements  are 
made  in  March  and  their  collections  are 
received  in  the  last  quarter  of  the  fiscal 
year.  Both  commenters  indicate  that 
since  this  is  true,  their  institutions  have 
always  had  cash  on  hand  from  collec¬ 
tions  received  too  late  to  relend  in  excess 
of  25  percent  of  the  total  amount  re¬ 
ceived  during  the  entire  fiscal  year. 

Response.  Since  all  loans  made  after 
1965  must  be  rei>aid  on  a  monthly,  bi¬ 
monthly,  or  quarterly  b^is,  the  Office  of 
Education  does  not  understand  why  in¬ 
stitutions  would  receive  an  unusually 
large  share  of  their  collections  in  the 
last  quarter  of  the  year.  Institutions  are 
expected  to  anticipate  their  collections 
for  the  entire  grant  period  and  make 
maximum  use  of  monies  so  collected. 
I^mds  collected  in  the  last  quarter  may 
.>]so  be  used  to  make  loans  to  students 
enrolled  in  summer  terms,  which  usually 
start  before  June  30. 

Comment.  One  commenter  requested 
clarification  of  §  144.5(a)  (13)  (§144.5 
(a)  (12)  of  the  NPRM)  concerning  the 
$200  average  unmet  need  factor. 

Response.  Based  on  the  experience 
gained  during  the  operation  of  this  pro¬ 
gram,  it  has  been  found  that  a  student 
frequently  Is  able  to  stay  in  school  de¬ 
spite  the  fact  that  his  full  need  is  not 
met,  but  that  the  likelihood  of  this  hap¬ 
pening  is  increasingly  remote  as  the 
amoimt  of  unmet  need  reaches  and  goes 
beyond  $200.  Above  this  level  of  unmet 
need  it  is  to  be  expected  that  a  large 
fraction  of  the  group  of  students  with 
immet  need  would  be  forced  to  drop  out 
of  school  because  of  lack  of  fimds.  If 
this  does  not  occur,  it  must  be  assumed 
that  the  students  have  managed  to  ob¬ 
tain  funds  from  some  source  not  known 
to  the  institution. 

Comment.  One  commenter  questioned 
the  use  of  the  term  “annual  per  student 
cost”  in  §  144.5(a)  (4)  and  suggested  that 
the  costs  to  which  it  refers  are  intended 
to  cover  an  academic  year  rather  than 
a  twelve-month  period. 

Response.  The  commenter  is  correct 
and  the  phrase  has  been  changed  in  the 
final  regulation  to  cover  an  academic 
year. 

Comment.  A  number  of  commenters 
objected  to  the  requirement  of  a  justifi¬ 
cation  of  any  per  student  costs  for  books 
and  supplies  in  excess  of  $175  and  for 
personal  expenses  in  excess  of  $450.  Their 
objection  was  that  these  figures  were 
unrealistically  low,  Infiexible  bench¬ 


marks.  Some  suggested  raising  these 
amounts  while  others  felt  no  specific 
dollar  amounts  should  be  stated.  An¬ 
other  commenter  suggested,  as  a  substi¬ 
tute,  a  regulation  setting  guidelines  an 
institution  could  follow  in  determining 
student  costs  for  various  budget  items. 

Response.  The  proposed  regulation 
was  not  changed.  These  amounts  are 
used  as  an  average  for  all  institutions 
across  the  nation,  and  the  Office  of  Edu¬ 
cation  does  not  consider  them  unrealis¬ 
tically  low.  It  is  recognized  that  some  in¬ 
stitutions  may  vary  from  the  norm  and 
that  higher  amounts  may  be  justified  in 
some  cases.  Furthermore,  this  require¬ 
ment  does  not  set  fixed  standard 
amounts  which  may  not  be  exceeded, 
but  merely  requires  that  higher  amounts 
be  justified. 

Comment.  One  commenter  suggested 
that  §  144.5(a)(4)  of  the  regulation 
should  include  benchmark  amounts  for 
room  and  board  not  provided  by  the  in¬ 
stitution  and  for  transportation  costs,  as 
well  as  for  personal  expenses. 

Response.  The  Office  of  Education  is 
currently  planning  to  conduct  a  study 
which  will  have  as  its  main  purpose  the 
establishment  of  parameters  for  these 
educational  costs  for  use  in  the  applica¬ 
tion  review  process.  At  present  no  fixed 
amounts  have  been  established  to  be 
used  as  benchmark  figures  for  these  edu¬ 
cational  costs. 

Comment.  A  number  of  commenters 
suggested  that  §  144.5  include  specific 
reference  to  the  terms  and  conditions 
for  submitting' the  abbreviated  applica¬ 
tion,  referred  to  as  the  “short  form,” 
which  institutions  have  been  allowed  to 
submit  vmder  certain  conditions  in  re¬ 
questing  funds  for  FY  1976  and  FY  1977. 

Response.  The  suggestion  of  the  com¬ 
menters  has  been  accepted  and  a  new 
paragraph  sp>ecifying  terms  and  condi¬ 
tions  for  submitting  a  “short  form”  has 
been  includei*.  in  the  final  regulation  as 
§  144.5(c). 

Comment.  One  commenter  siiggested 
that  the  deadline  for  submitting  the  ap¬ 
plication  be  included  in  the  regulation. 

Response.  The  deadline  for  submitting 
the  annual  tripartite  application  is  pub¬ 
lished  each  year  in  the  Federal  Register. 
Since  various  imforeseen  factors  may 
arise  which  could  necessitate  a  change 
in  the  time  of  this  deadline  date  from 
one  year  to  another  the  Office  of  Edu¬ 
cation  feels  that  annual  publication  of 
the  date  in  the  Federal  Register  is  pref¬ 
erable  to  including  it  in  the  program 
regulations. 

Comment.  Some  commenters  felt  the 
wording  of  §  144.5(b)  as  related  to  the 
remainder  of  that  subsection  could  be 
construed  to  mean  that  all  correspond¬ 
ence  on  financial  aid  matters  would  be 
addressed  to  the  president  of  the  insti¬ 
tution. 

Response.  The  wording  of  this  subsec¬ 
tion  has  been  revised  in  the  final  regula¬ 
tion  to  respond  to  the  commenters’  con¬ 
cerns. 

Comment.  One  commenter  requested 
a  definition  of  the  term  “reasonableness” 
as  it  is  used  in  this  section. 


Response.  No  special  definition  was 
considered  necessary.  The  term  “reason¬ 
ableness”  as  applied  to  the  funding  cri¬ 
teria  In  §  144.6  should  not  be  construed 
as  having  any  special  meaning  outside 
the  normal  usage  of  the  term  as  defined 
in  any  modem  dictionary.  The  Office  of 
Education  considers  it  an  appropriate 
term  to  be  used  as  an  evaluation  crite¬ 
rion  by  a  panel  of  experts. 

Section  144.7  Application  Review  and 
Approval  of  Request 

Comment.  Several  commenters  sug¬ 
gested  that  the  term  “qualified  persons” 
as  used  in  this  section  of  the  proposed 
regulations  should  be  restated  to  specify 
experienced  individuals  who  work  di¬ 
rectly  with  financial  aid  programs  and 
also  that  the  regulations  should  require 
the  inclusion  of  practicing  financial  aid 
officers. 

Response.  The  suggestion  was  not 
adopted.  The  Commissioner  feels  that 
the  wording  of  this  term  In  the  prt^osed 
regulations  expresses  much  of  the  com- 
menter’s  intent.  The  regulation  stipulates 
that  the  Commissioner  shall  convene 
panels  of  “qualified  persons”  to  evaluate 
institutional  applications;  obviously,  a 
person  cannot  be  considered  “qualified” 
unless  he  is  conversant  with  the  admin¬ 
istration  of  student  financial  aid  pro¬ 
grams. 

Comment.  One  commenter  suggested 
that  the  final  regulation  should  require 
the  inclusion  of  practicing  financial  aid 
officers  in  the  regional  review  process 
outlined  in  §  144.7(c)  of  the  proposed 
regulation. 

Response.  The  regional  review  proce¬ 
dure  outlined  in  §  144.7(c)  does  not  pre¬ 
clude  the  use  of  a  panel  of  practicing 
financial  aid  officers  if  the  regional  office 
chooses  to  employ  such  a  panel.  In  some 
instances,  however,  the  Issues  involved 
in  the  review  of  the  original  panel’s  rec¬ 
ommendation  may  be  handled  more  ex¬ 
peditiously  by  direct  negotiation  between 
the  regional  office  and  the  institution. 
’Therefore,  the  option  to  use  or  not  use  a 
panel  of  practicing  financial  aid  officers 
at  this  stage  of  the  review  process  has 
been  left  to  each  regional  office  as  it 
deems  appropriate.  In  this  context  it 
should  be  noted  that  the  regulation  does 
provide  that  an  institution  may  request 
a  national  review  of  the  region’s  recom¬ 
mendation. 

Comment.  One  commenter  felt  the 
prorxised  regulation  prevented  the  in¬ 
troduction  of  additional  material  at  any 
point  in  the  appeal  process. 

Response.  The  commenter  is  incorrect 
in  his  assumption.  Additional  informa¬ 
tion  may  be  presented  to  the  regional 
office  when  a  review  of  the  original  panel 
recommendation  Is  requested  (45  CFR 
144.7(c)).  However,  no  new  information 
may  be  presented  to  the  national  review 
panel,  because  the  regional  office  should 
have  been  given  the  opportunity  to  act 
on  any  additional  information  prior  to 
its  presentation  to  a  national  review 
panel. 

Comment.  One  commenter  suggested 
that  the  regulation  should  require  that 
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the  panel  review  guidelines  be  supplied 
to  institutions  as  a  guide  to  assist  them  in 
c(Hnpleting  the  application. 

Response.  The  suggestion  was  not 
adopted.  The  panel  review  guidelines 
contain  no  requirements  which  we  not 
included  in  the  regulation  and  are  an 
internal  working  document  Intended  to 
assist  panel  members  in  the  review 
process. 

Comment.  One  commenter  sviggested 
that  the  time  period  for  submission  of  a 
request  for  national  review  should  be 
specifically  stated  in  the  regulation 
rather  than  using  the  phrase  “within 
such  time  as  may  be  specified  by  the 
Commissioner." 

Response.  As  noted  in  the  earlier  com¬ 
ment  on  the  deadline  for  submitting  the 
application,  various  unforeseen  factors 
may  arise  which  could  necessitate 
changes  in  deadline  dates  or  in  the  time 
period  between  the  original  submission 
of  the  application  and  the  convening  of 
the  national  review  panel.  Consequently, 
it  is  considered  Inappropriate  to  include 
a  specific  time  period  in  these  regula¬ 
tions. 

Section  144.8  Instixittional  Arceement 

Comment.  Two  commenters  objected 
to  the  language  in  S  144.8(c)  (5)  and 
asked  for  removal  of  the  phrase,  “but 
does  not  Include  costs  of  employing  in¬ 
dividual  contractors  or  agents  to  handle 
collection  duties  that  reasonably  may  be 
expected  to  be  performed  by  the  lending 
institution’s  own  personneL"  Both  cmn- 
menters  felt  that  this  language  could  pre¬ 
vent  their  use  of  a  billing  and/or  col¬ 
lection  agency. 

Response.  In  resp>onse  to  the  concern 
expressed  by  the  commenters  additional 
language  has  been  added  to  §  144.8(c)  (5) 
to  clarify  the  intent  of  the  Office  of  Edu¬ 
cation,  which  was  to  differentiate  be¬ 
tween  routine-  administrative  expenses 
and  other  collection  costs,  not  to  prohibit 
the  use  of  a  billing  and/or  collection 
agency.  Ihe  Office  of  Education  consid¬ 
ers  the  cost  of  using  a  billing  service  to 
be  a  routine  administrative  expense 
which  may  not  be  charged  to  the  Fund 
as  an  other  collection  cost.  A  further  dis¬ 
cussion  of  other  collection  costs  may  be 
found  under  the  discussion  of  comments 
on  section  144.46. 

Comment.  Several  commenters  rec¬ 
ommended  that  actual  procedures  be  in¬ 
cluded  in  S  144.8(d)  for  the  return  of  de¬ 
faulted  loans  to  the  Federal  Government 
and  objected  to  the  fact  that  such  pro¬ 
cedures  had  not  already  been  provided 
since  Pi.  92-318  was  effective  as  of  July 
1,  1972.  Two  commenters  objected  to  the 
provision  and  felt  that  institutions 
should  not  be  allowed  to  return  defaulted 
notes  to  the  Federal  Government.  One 
commenter  questioned  whether  §  144.8 
(d)  is  applicable  to  loans  made  before 
and  after  June  30.  1972.  Several  com¬ 
menters  were  under  the  impression  that 
“due  diligence"  as  specified  in  Subpart  C 
would  have  to  be  perfmmed  on  loans  on 
which  “due  diligence"  had  previously 
beea  performed  as  set  forth  in  Appendix 
17  of  the  1967  Manual. 


Response.  The  provision  for  return  of 
defaulted  loans  is  provided  tar  in  the 
statute  (§  463(a)  (4)  of  the  Act;  20  UB-C. 
1087cc(a)  (4) )  and  is  ai^ilicable  to  loans 
granted  both  before  and  after  June  30, 
1972.  In  answer  to  the  two  commenters 
who  objected  to  this  provision  the  lan¬ 
guage  of  the  regulation  states  that  “the 
institution  may  assign  its  rights."  Thus 
no  institution  is  required  to  return  de¬ 
faulted  loans  to  the  Federal  Government. 
In  regard  to  the  return  of  defaulted  loans 
in  accordance  with  S  144.8(d),  if  an  in¬ 
stitution  has  used  any  reasonable  stand¬ 
ard  of  “due  diligence"  with  respect  to 
loans  in  default  for  2  years  or  more  prior 
to  the  effective  date  of  these  regulations, 
the  institution  may  return  such  loans  to 
the  Federal  Government.  In  order  to  be 
considered  reasonable  any  such  standard 
must  as  a  minimum  have  required  ex¬ 
tensive  collection  efforts  by  the  institu- 
ticHi  or  by  a  commercial  collection  agency 
and/or  resort  to  litigation  where  appro¬ 
priate. 

Comment.  One  commenter  asked  if  the 
provision  for  return  of  defaulted  loans 
to  the  Federal  Government  specified  in 
§  144.8(d)  is  the  only  procedure  for  write¬ 
off  of  loans  and  also  asks  what  office 
would  be  accepting  such  defaulted  loans. 
One  commenter  asks  whether  the  assign- 
m^t  of  the  note  to  the  Federal  Govern¬ 
ment  as  specified  in  §  144.8(d)  removes 
the  note  from  being  considered  delin¬ 
quent  and  whether  or  not  the  assignment 
of  the  note  will  reduce  the  base  amount 
against  which  delinquency  is  calculated 
as  required  in  §  144.5(a)  (11)  of  the  regu¬ 
lations. 

Response.  Essentially  the  provision  for 
turning  over  defaulted  paper  is  not  con¬ 
sidered  a  write-off  but  rather  that  the 
loan  is  considered  “imcoUectible".  A  new 
definition  of  uncollectible  has  been  added 
as  §  144.2 (gg) .  Where  defaulted  loans  are 
returned  to  the  Federal  Government  the 
base  amount  against  which  delinquency 
is  calculated  is  taken  into  account,  as  set 
forth  in  the  definition  of  delinquency  rate 
in  S  144.2(h). 

Section  144.9  Student  Eligibility 

Comment.  Several  commenters  inter¬ 
preted  the  language  in  §  144.9(a)  (4)  of 
the  regulations,  which  provides  that  the 
Cmnmissloner  be  notified  when  a  student 
is  no  longer  in  “good  standing,”  as  re¬ 
quiring  them  to  delay  action  until  the 
Commissioner’s  approval  is  received. 

Response.  Section  130(d)  of  the  Edu¬ 
cation  Amendments  of  1976  deleted  the 
phrase  “upon  notice  to  the  Commis¬ 
sioner.”  'Ihus  institutions  are  not  re¬ 
quired  to  notify  the  Commissioner  when 
a  student  is  no  longer  in  “good  standing." 
The  regulation  was  revised  accordingly. 

Comment.  Several  cmnmenters  ob¬ 
jected  in  various  ways  to  S  144.9(e) 
(f  144.9(d)  of  theNPRM)  concerning  the 
use  of  the  term,  “the  ranking  of  eligible 
students  •  •  The  most  prevalent  com¬ 
ment  was  that  “ranking”  implies  that  all 
applications  for  a  given  enrollment 
period  must  be  in  the  hands  of  the  insti¬ 
tution  before  any  applicatl<m  could  be 
processed. 


Response.  It  was  not  the  intent  of  the 
Office  of  Education  that  the  language  of 
§  144.9(e)  should  be  interpreted  as  the 
several  commenters  suggest.  In  view  of 
the  apparent  misinterpretation  of  §  144.- 
9(e)  the  word  “selection”  has  been  sub¬ 
stituted  for  the  word  “ranking”.  The 
intent  of  the  regulation  is  to  see  that 
the  selection  of  students  for  loans  is  made 
from  among  students  of  approximately 
equal  need. 

Comment.  Several  commenters  spoke 
to  the  £q)parent  contradiction  in  requir¬ 
ing  institutions  to  make  loans  to  “high 
risk  borrowers"  and  the  stringent  collec¬ 
tion  procedures  imposed  by  Subpart  C 
and  the  penalty  for  high  delinquency 
rates  specified  in  §  144.5(a)  (11).  In  gen¬ 
eral  commenters  felt  that  the  regulation 
preempted  the  general  ability  of  the  aid 
officer  to  administer  the  fimd  due  to  the 
lack  of  flexibility  in  judgment. 

Response.  The  Office  of  Education  sees 
no  contradiction  in  making  loans  to  high 
risk  (needy)  students  and  the  collection 
efforts  set  forth  in  Subpart  C.  Ihe  intent 
of  the  progiam  is  to  sissist  students  who 
otherwise  might  not  be  able  to  secttre  an 
education  and  thus  improve  their  eco¬ 
nomic  status  and  general  well  being,  as 
well  as  their  financial  ability  to  repay  a 
loan.  However,  the  language  of  the  reg¬ 
ulation  has  been  revised  to  prohibit  the 
making  of  loans  to  students  who  Indicate 
an  unwillingness  to  repay  such  loans.  De¬ 
linquency  on  a  prior  loan  or  an  estab¬ 
lished  history  of  nonpayment  of  debts 
may  be  taken  as  evidence  of  such  an 
unwillingness. 

Comment.  One  commenter  suggested 
that  the  regulation  be  revised  to  allow 
institutions  to  deny  loans  to  students  who 
have  had  their  prior  loans  discharged  in 
bankruptcy. 

Response.  The  Bankruptcy  Act  is  a 
Federal  law  which  is  intended  to  assist 
persons  in  dire  finfuiclal  straits  to  get  a 
fresh  start  in  life.  A  student  may  not 
therefore  be  denied  a  loan  solely  on  the 
basis  of  having  had  a  prior  loan  dis¬ 
charged  in  bankruptcy.  Moreover,  since 
a  debtor  is  prevented  from  declaring 
bankruptcy  for  a  period  of  6  years  from 
the  date  of  his  debts’  being  discharged 
in  bankruptcy,  he  may  turn  out  to  be 
a  better  credit  risk  than  other  students. 

Comment.  Several  commenters  object¬ 
ed  to  the  requirement  that  the  student 
affidavit  noted  in  §  144.9(e)  of  the  pro¬ 
posed  regulation  be  signed  in  the  pres¬ 
ence  of  a  notary  or  other  person  legally 
authorized  to  administer  oaths  or  affir¬ 
mations.  One  commenter  suggested  the 
regulations  should  specify  that  the  con¬ 
tent  of  the  affidavit  form  could  be  in¬ 
tegrated  into  other  institutional  forms 
and  that  other  items  could  be  included 
in  the  affidavit  at  the  discretion  of  the 
institution. 

Response.  The  regulation  was  not 
cl'.anged.  Section  498  of  the  Higher  Edu¬ 
cation  Act  of  1965,  as  amended  (20 
U.S.C.  1088g),  requires  an  “affidavit,” 
which  is  a  written  statement  made  on 
oath  (or  affirmation)  before  a  notary 
public  or  other  person  authorized  under 
State  law  to  witness  a  signature.  Pro- 
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vided  that  the  affidavit  remains  clearly 
identifiable  as  a  sworn  statement,  it  ma:^ 
be  integrated  into  the  institution’s  forms 
in  a  manner  of  the  institution’s  own 
choosing. 

Section  144.10  Coordination  With 
Bureau  of  Indian  Affairs  Grants-in-Aid 

A  notice  of  proposed  rule  making  per¬ 
taining  to  the  coordination  of  Office  of 
Education  sponsored  student  financial 
aid  programs  with  Bureau  of  Indian  Af¬ 
fairs  grants-in-aid  was  originally  pub¬ 
lished  in  the  Federal  Register  of  March 
7,  1975,  (40  FR  10686)  as  a  proposed 
amendment  to  the  regulations  for  the 
Supplemental  Educational  Opportimity 
Grant  Program.  ’This  provision  was  re¬ 
published  as  §  144.10  of  the  notice  of 
proposed  rule  making  for  the  National 
Direct  Student  Loan  Program.  The  final 
regulation  for  the  Supplemental  Educa¬ 
tional  Opportunity  Grant  Program  was 
published  in  the  Federal  Register  of 
August  27.  1976  (41  FR  36320) .  The  final 
regulation  for  the  National  Direct  Stu¬ 
dent  Loan  Program  has  been  changed  in 
accordance  with  the  comments  received 
for  the  Supplemental  Educational  Op¬ 
portunity  Grant  Program.  Furthermore, 
the  comments  received  with  regard  to 
§  144.10  are  basically  the  same  comments 
received  on  the  Supplemental  Educa¬ 
tional  Opportunity  Grant  Program  pro¬ 
vision,  and  such  comments  were  dis¬ 
cussed  in  the  preamble  to  the  Supple¬ 
mental  Educational  Opportunity  Grant 
Program  regulation. 

Section  144.11  Cost  of  Education 

Comment.  A  number  of  commenters 
objected  to  the  Isick  of  comparability 
with  regard  to  transportation  costs  re¬ 
lated  to  a  program  of  study  abroad  as 
a  cost  of  education  in  the  proposed  Na¬ 
tional  Direct  Student  Loan  Program  and 
College  Work-Study  Program  regula¬ 
tions  and  the  Supplemental  Educational 
Opportunity  Grant  final  regulations. 

Response.  In  response  to  the  com- 
menter’s  concern  and  in  order  to  make 
all  three  regulations  comparable,  this 
section  has  been  revised  to  provide  that 
in  the  case  of  a  student  enrolled  in  an 
eligible  program  of  study  outside  the 
United  States  his  cost  of  education  may 
not  exceed  his  cost  of  education  at  the 
location  of  the  campus  of  the  institution 
he  normally  attends. 

Section  144.12  Expected  Family 
Contribution 

Comment.  A  number  of  commenters 
requested  clarification  of  §  144.12(c)  and 
suggested  that  the  subsection  be  re¬ 
phrased  in  more  specific  terms. 

Response.  The  suggestion  of  the  com¬ 
menters  was  not  adopted.  In  the  past  fi¬ 
nancial  aid  officers  have  frequently  com¬ 
plained  that  the  standards  prescribed  by 
the  Office  of  Education  for  determining 
self-supporting  student  status  did  not 
permit  them  to  exercise  professional 
judgment  in  cases  which  seemed  to  them 
to  warrant  special  consideration.  In  re¬ 
sponse  to  this  frequently  voiced  com¬ 
plaint  §  144.12(c)  was  written  in  general 


terms  specifically  with  the  intention  of 
providing  the  latitude  for  the  financial 
aid  officer  to  exercise  his  professional 
judgment  on  a  case-by-case  basis. 

Comment.  One  ccmim^ter  suggested 
that  the  phrase  “dependent  children  at¬ 
tending  institutions  of  higher  education’’ 
in  §  144.12(a)  (3)  should  be  restated  as 
“dependent  children  attending  institu¬ 
tions  of  postsecpndary  education.’’ 

Response.  The  recommendation  was 
not  adopted.  “Institution  of  higher  edu¬ 
cation”  is  a  statutory  term  with  a  spe¬ 
cific  meaning.  “Institution  of  postsecond¬ 
ary  education”  is  not  included  in  the 
statute. 

Comment.  One  commenter  pointed  out 
that  §  176.12  of  the  Supplemental  Edu¬ 
cational  Opportunity  Grant  regulations 
specifically  includes  the  requirement  that 
the  financial  aid  officer  shall  take  into 
consideration  tuition  incurred  by  depend¬ 
ent  children  attending  elementary  and 
secondary  schools  in  determining  the  ex¬ 
pected  family  contribution.  The  com¬ 
menter  objected  to  the  omission  of  this 
term  in  the  National  Direct  Student  Loan 
regulation  as  creating  a  double  standard 
in  determining  eligibility  for  assistance 
under  the  two  programs. 

Response.  The  requirement  in  the  Sup¬ 
plemental  Grant  regulation  to  which  the 
commenter  refers  is  set  forth  in  the  au¬ 
thorizing  statute  governing  that  program 
(§413C(a)(2)  of  the  Higher  Education 
Act  of  1965,  as  amended)  and  therefore 
must  be  reflected  in  the  regulations  for 
that  program.  Since  this  category  of  fam¬ 
ily  costs  is  not  sp)ecifically  addressed  in 
the  authorizing  statute  for  the  National 
Direct  Student  Loan  Program,  it  is  not 
specifically  cited  in  the  program  regula¬ 
tions.  However,  such  family  costs  may  be 
considered  by  the  financial  aid  officer  in 
calculating  a  family  contribution  to  de¬ 
termine  National  Direct  Student  Loan 
eligibility  pursuant  to  §  144.12(a)  (4), 
w'hich  requires  that  the  financial  aid  offi¬ 
cer  shall  take  into  accoimt  such  other 
circumstances  as  may  affect  the  ability  of 
the  student,  the  student’s  spouse,  and  the 
student’s  parents  to  contribute  toward 
the  student’s  cost  of  education. 

Section  144.13  Approved  Need  Analysis 
Systems 

Comment.  A  number  of  commenters 
recommended  that  the  Uniform  Method¬ 
ology  for  Measuring  Ability  to  Pay,  devel¬ 
oped  by  the  National  Task  Force  on  Stu¬ 
dent  Aid  Problems,  be  adopted  by  the  Of¬ 
fice  of  Eklucation  as  the  only  acceptable 
method  of  need  analysis  for  the  National 
Direct  Student  Loan  Program. 

Response.  The  suggestion  was  not 
adopted.  The  annual  review  procedures 
outlined  in  §  144.13  of  the  final  regula¬ 
tions  will  accommodate  those  systems 
which  use  the  Uniform  Methodology. 
However,  the  Office  of  Education  does  not 
wish  to  mandate  the  use  of  the  Uniform 
Methodology  to  the  exclusion  of  all  other 
syst^ns. 

Comment.  Scnne  commenters  objected 
to  the  inclusion  of  the  Basic  Grants  and 
the  Income  Tax  methods  of  calculating 


expected  family  contributions  as  ap¬ 
proved  need  an^sis  systems. 

Response.  Ihe  proposed  reerulation  was 
not  changed.  Ihe  InciHne  Tax  method  of 
culculating  expected  family  contributions 
and  the  method  used  by  the  Basic  Grants 
Program  are  only  two  of  several  such 
methods  or  systems  of  need  an^ysis  ap¬ 
proved  for  this  purpose.  No  institution 
which  objects  to  either  method  is  re¬ 
quired  to  use  it. 

Comment.  One  commenter  questioned 
the  omission  in  §  144.13(b)  of  the  College 
Scholarship  Service  and  the  American 
College  Testing  Program  as  specifically 
designated  approved  need  analysis  sys¬ 
tems. 

Response.  The  Commissioner  has  the 
statutory  responsibility  to  provide  basic 
criteria  and  schedules  for  the  guidance  of 
institutions  in  making  awards  to  needy 
students.  Prior  to  1975,  the  regulations 
governing  this  program  had  approved 
certain,  specifically  named  need  analysis 
systems,  without  specifying  any  duration 
for  approval,  and  had  provided  for  the 
approval  of  other  systems  which  produced 
comparable  figures  for  expected  parental 
contributions.  The  Commissioner  has 
concluded,  however,  that  he  should  review 
on  an  annual  basis  such  need  analysis 
systems  as  are  used  for  dependent  stu¬ 
dents  and  should  publish  each  year  a  list 
of  those  systems  which  he  has  approved 
for  use  by  institutions  during  the  subse¬ 
quent  academic  year.  The  proposed  rule 
set  forth  the  procedures  and  standards 
for  such  review  and  approval.  The  two 
systems  cited  by  the  commenter  will  be 
required  to  follow  the  annual  review  pro¬ 
cedure  applicable  for  all  need  analysis 
systems  except  Basic  Grants  and  Income 
Tax. 

Comment.  One  commenter  suggested 
that  the  Office  of  Education  should  de¬ 
velop  benchmarks  for  apprpving  need 
analysis  systems  for  independent  stu¬ 
dents  in  a  format  similar  to  that  for  sys¬ 
tems  to  be  used  with  respect  to  dependent 
students.  The  commenter  apparently  as¬ 
sumed  that  any  need  analysis  system  de¬ 
veloped  for  use  with  respect  to  inde¬ 
pendent  students  must  follow  the  meth¬ 
odology  of  the  College  Scholarship  Serv¬ 
ice. 

Response.  The  suggestion  was  not 
adopted.  At  present  the  Commissioner 
does  not  plan  to  provide  a  set  of  criteria 
and  schedules  for  the  guidance  of  institu¬ 
tions  in  making  awards  to  needy  inde¬ 
pendent  students.  The  elements  which 
such  a  system  must  take  into  account  are 
included  in  S  144.12(b)  of  the  final  reg¬ 
ulations.  To  be  approved  by  the  Com¬ 
missioner,  a  proposed  need  analysis  sys¬ 
tem  for  independent  students  must  pro¬ 
vide  results  which  are  comparable  to 
those  of  currently  approved  systems.  Al¬ 
though  the  College  Scholarship  Service 
System  is  among  those  which  have  re¬ 
ceived  this  approval,  it  is  a  misinterpre¬ 
tation  of  the  regulation  to  assume  that 
approval  of  all  future  systems  is  con¬ 
tingent  upon  their  use  of  CSS  meth¬ 
odology. 

Comment.  One  commenter  suggested 
that  a  family  residence  of  $25,000  or 
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$30,000  should  not  be  Included  as  an 
asset  in  ccHnputing  the  expected  parental 
contribution  of  dependent  students,  and 
only  the  value  of  the  residence  in  excess 
of  that  amount  should  be  taxed  as  an 
asset. 

Response.  The  suggestion  was  not 
adopt^.  The  regulation  governing  the 
methodology  for  determining  an  expected 
parental  contribution  stipulates  that  the 
net  market  or  cash  value  of  the  parent’s 
assets  remaining  after  deduction  of  re¬ 
lated  debt  and  a  standard  asset  reserve  of 
$10,000  should  be  considered.  Thus  in  the 
case  of  the  parent’s  home,  the  value 
minus  the  mortgage,  rather  than  the 
total  value  of  the  home,  would  be  con¬ 
sidered  in  the  computation  of  the  ex¬ 
pected  parental  contribution. 

Comment.  One  commenter  suggested 
that  the  Commissioner  encourage  inde¬ 
pendent  research  by  outside  agencies  in 
the  area  of  measuring  the  ability  of 
families  to  contribute  toward  the  cost 
of  postsecondary  education  and  incor¬ 
porate  the  results  of  such  research  into 
Federal  need  analysis  system  guidelines. 

Response.  The  Commissioner  does  en¬ 
courage  such  independent  research  and 
would  welcome  with  great  interest  the 
results  of  any  such  research  which  may 
be  brought  to  his  attention. 

Section  144.14  Coordination  of  Student 

Financial  Aid  Programs,  Loan  Amount, 

AND  Overaward 

Comment.  One  commenter  suggested 
that  the  responsibility  for  determining  a 
student’s  eligibility  for  Federal  Interest 
benefits  on  a  Guaranteed  Student  Loan 
should  rest  with  the  financial  aid  officer 
rather  than  the  lending  agency  from 
which  the  loan  is  received. 

Response.  'The  commenter’s  suggestion 
relates  to  statutory  and  regulatory  pro¬ 
visions  governing  the  Guaranteed  Stu¬ 
dent  Loan  Program.  ’Therefore,  the 
change  suggested  by  the  commenter 
would  have  to  be  addressed  in  regulations 
for  that  program. 

Comment.  One  commenter  suggested 
that  the  requirement  set  forth  in  S  144.14 
(a)  of  the  proposed  regulation  concern¬ 
ing  the  appointment  of  an  official  to  be 
responsible  for  coordinating  the  National 
Direct  Student  Loan  Program  with  the 
institution’s  other  student  financial  aid 
progr^s  should  be  put  into  the  form  of 
an  agreement  to  be  accepted  annually  by 
the  chief  fiscal  officer  of  the  institution 
and  circulated  to  department  chairmen 
and  other  institutional  officials.  ’The  com¬ 
menter  felt  that  such  an  agreement 
would  be  of  value  to  the  coordinator  when 
reductions  in  financial  aid  packages  were 
necessary  as  a  result  of  overawards 
caused  by  departmental  jobs,  scholar¬ 
ships  or  loans. 

Response.  ’The  suggestion  was  not 
adopts.  Section  144.14(a)  of  the  regula¬ 
tions  requires  that  each  institution  shall 
appoint  an  official  to  be  responsible  for 
coordinating  the  National  Direct  Stu¬ 
dent  Loan  Program  with  the  institution’s 
other  student  financial  aid  programs.  ’I^e 
Commission^  feels  that  an  institution 
should  have  discretion  to  carry  out  this 


requirement  as  the  commenter  suggests 
or  in  some  other  appropriate  manner. 

Comment.  One  commenter  noted  that 
a  student  could  receive  financed  assist¬ 
ance  in  an  amount  greater  than  his  fi¬ 
nancial  need  if  the  institution  did  not 
take  into  account,  when  awarding  his  fi¬ 
nancial  aid,  the  amoimt  of  a  Basic  Grant 
which  that  student  would  be  entitled  to 
receive. 

Response.  The  commenter’s  point  is 
well  taken;  therefore,  §  144.14(c)  has 
been  amended  to  Include  as  a  “resoiuce” 
the  amount  of  funds  a  student  is  entitled 
to  receive  under  the  Basic  Educational 
Opportimity  Grants  Program  regardless 
of  whether  the  student  has  ai>plied  for 
such  funds.  ’The  consequence  of  this  in¬ 
clusion  is  that  an,  institution  shall,  when 
calculating  a  student’s  financial  need, 
subtract  from  the  student’s  cost  of  edu¬ 
cation  the  amount  of  a  Basic  Grant  to 
which  that  student  is  entitled  as  well  as 
the  student’s  expected  family  contribu¬ 
tion. 

Section  128(c)(3)  of  the  Education 
Amendments  of  1976  amended  the  Col¬ 
lege  Work-Study  Program  to  permit  a 
student  to  continue  on  a  subsidized  work- 
study  job  even  if  his  documented  need 
was  exceeded  if  such  excess  was  a  result 
of  earnings  from  additional  employment, 
as  long  as  that  excess  did  not  exceed 
$200.  In  order  to  coordinate  this  change 
in  the  Work=Study  Program  with  the 
other  college  based  student  financial  aid 
programs,  section  144.14  of  the  National 
Direct  Student  Loan  Program  and  sec¬ 
tion  176.14  of  the  Supplemental  Educa- 
tlon£d  Opportunity  Grant  Program  were 
amended  by  adding  a  new  paragraph  (f ) . 

Section  144.15  Disbursement  of  Loans 

Comment.  Several  commenters  re¬ 
quested  clarification  of  the  language  in 
S  144.15(a)  concerning  disbursement  of 
fimds.  One  ccmimenter  favored  a  single 
disbursement  of  funds  during  an  aca¬ 
demic  year.  Most,  however,  preferred 
disbursement  related  to  enrollment  pe¬ 
riods  similar  to  that  set  forth  in  §  176.17 
(a)  of  the  Supplemental  Educational  Op¬ 
portunity  Grants  regulations. 

Response.  ’ITie  Office  of  Education 
agrees  that  more  than  one  disbursement 
during  an  academic  year  is  needed.  Ac¬ 
cordingly,  this  section  of  the  regulations 
has  been  revised  to  require  that  where  a 
loan  is  made  for  an  entire  academic  year, 
the  loan  must  be  disbursed  in  equal  in¬ 
stallments  and  there  must  be  at  least  one 
installment  per  semester,  trimester,  or 
quarter  if  the  Institution  uses  such  aca¬ 
demic  terms.  If  an  institution  does  not 
use  such  academic  terms,  there  are  to  be 
two  equal  installments  per  year  payable 
at  the  beginning  and  midpoint  of  the 
academic  year.  If  a  loan  is  made  for  a 
period  shorter  than  an  academic  year  the 
institution  may  disburse  the  loan  to  the 
student  as  fimds  are  needed  by  the 
student. 

Comment.  Many  commenters  expressed 
the  opinion  that  the  Truth  in  Lending 
requirements  were  never  intended  to  ap¬ 
ply  to  student  loans  and  therefore  should 
not  be  included  in  §  144.15(e)  of  the  Na¬ 


tional  Direct  Student  Loan  regulations 
(§  144.15(c)  of  the  NPRM).  Also  several 
commenters  expressed  the  view  that  the 
administration  of  the  Truth  in  Lending 
Act  is  the  responsibility  of  another  Fed¬ 
eral  agency  and  not  that  of  the  Office  of 
Education. 

Response.  The  Office  of  Education  has 
been  informed  by  the  Federal  Reserve 
Board  that  these  loans  are  subject  to  the 
Truth  in  Lending  requirement.  The  final 
determination  as  to  a  penalty  for  the 
violation  of  this  requirement  by  an  in¬ 
stitution  rests  with  the  Federal  Reserve 
Board.  If  a  loan  is  determined  invalidhe- 
cause  of  the  institution’s  noncompliance 
with  the  Truth  in  Lending  Act,  the  in¬ 
stitution  will  be  deemed  not  to  have  made 
a  loan  under  this  part. 

Section  144.16  Special  Sessions 

Comment.  One  commenter  felt  that  the 
definition  of  the  term  “half-time  stu¬ 
dent’’  should  be  expanded  to  reflect  the 
difference  in  the  number  of  hours  nec¬ 
essary  to  be  considered  enrolled  half¬ 
time  during  a  regular  period  of  enroll¬ 
ment  and  during  a  special  session. 

Response.  No  change  was  made  in  re¬ 
sponse  to  this  comment.  The  Commis¬ 
sioner  feels  that  the  use  of  the  term 
“equivalent”  in  the  definition  of  half¬ 
time  undergraduate  student  will  cover 
the  situation  mentioned  in  the  com¬ 
ment.  For  example,  a  three  credit-hour 
course  completed  in  half  the  normal 
length  of  time  in  a  summer  session  may 
be  considered  the  equivalent  of  a  six 
credit-hour  course  in  a  regular  session. 

Comment.  Another  commenter  sug¬ 
gested  that  §  144.16  should  Include  the 
requirement  of  acceptance  for  enroll¬ 
ment  rather  than  merely  the  student’s 
Intention  to  enroll  at  the  next  regular 
session  of  the  institution,  since  at  many 
Institutions  acceptance  for  enrollment 
during  a  summer  session  does  not  neces¬ 
sarily  constitute  acceptance  for  enroll¬ 
ment  at  the  next  regular  session. 

Response.  The  Commissioner  agrees 
with  the  commenter  and  the  regulation 
has  been  changed  accordingly. 

Section  144.17  Administrative  Expense 

Comment.  Several  commenters  object¬ 
ed  to  the  three  percent  administrative 
expense  allowance  as  inadequate  and 
recommended  that  it  be  Increased  to  five 
percent.  One  of  the  commenters  sug¬ 
gested  that  the  fimds  should  be  specifi¬ 
cally  earmarked  solely  for  the  adminis¬ 
trative  use  of  the  institution’s  financial 
aid  office. 

Response.  ’These  suggestions  were  not 
adopted.  Section  493  of  the  Higher  Edu¬ 
cation  Act  sets  the  percentage  of  the 
administrative  expense  allowance  at  3 
percent  of  amounts  lent  from  the  fund 
in  a  fiscal  year  and  provides  that  the 
funds  are  a  pasmient  in  lieu  of  reimburse¬ 
ment  for  an  institution’s  administrative 
expenses  in  operating  the  National  Di¬ 
rect  Student  Loan  Program.  Since  the 
amount  is  a  pajunent  for  expenses  pre¬ 
sumed  to  have  already  been  met  by  the 
Institution,  there  is  not  requirement  that 
the  funds  be  spent  for  the  same  purpose 
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for  which  the  original  expenses  were  In¬ 
curred. 

Section  144.18  Fiscal  Procedures  and 
Records 

Comment.  A  number  of  commenters 
objected  to  the  five-year  period  of  re¬ 
tention  of  records  set  forth  in  §  144.18(c) 
<2)  as  excessive.  Some  commenters  ques-  ^ 
tinned  whether  it  would  be  permi^ible* 
to  dispose  of  records  in  a  shorter  period 
of  time  if  they  had  been  reviewed  in  a 
Federal  audit  and  all  audit  questions 
were  considered  resolved  by  the  Office 
of  Education. 

Response.  The  proposed  regulation  was 
not  revised.  The  period  of  record  reten¬ 
tion  is  identical  to  the  records  retention 
requirements  in  Section  434(a)  of  the 
General  Ekiucation  Provisions  Act  (20 
U.S.C.  1232c(a)).  Records  may  not  be 
disposed  of  before  five  years  even  if  they 
have  been  audited  and  all  audit  ques¬ 
tions  are  considered  resolved  by  the  Of¬ 
fice  of  Education. 

Comment.  A  number  of  commenters 
suggested  that  the  requirement  for  an 
audit  no  less  frequently  than  once  every 
two  years  set  forth  in  §  144.18fe)  should 
be  accompanied  by  a  prescribed  audit 
format  and  a  procedure  for  reimbursing 
the  institution  for  the  cost  of  the  audit. 

Response..  In  response  to  the  comment- 
er’s  concern,  §  144.18  has  been  revised  to 
require  that  the  institution  use  the  audit 
guide  prescribed  by  the  DHEW  Audit 
Agency  in  official  audits  of  the  institu¬ 
tion’s  National  Direct  Student  Loan 
Program.  Copies  of  this  guide  may  be 
obtained  from  the  DHEW  regional  of¬ 
fice  serving  the  institution.  While  the 
Office  of  Education  recognizes  the  valid¬ 
ity  of  institutional  complaints  concern¬ 
ing  the  cost  of  a  program  audit,  the  au¬ 
thorizing  statute  does  not  permit  the 
recovery  of  such  costs  in  excess  of  the 
three  percent  payment  in  lieu  of  reim¬ 
bursement  for  administrative  expenses 
cited  in  §  144.17  of  the  regulation. 

Section  144.19  Federal  Interest  in  Al¬ 
located  Funds — Transfer  of  Loan 
Fund 

Comment.  Several  commenters  have 
raised  a  question  as  to  whether  the  lan¬ 
guage  in  this  section  would  prevent  the 
short-term  investment  of  Fimd  capital 
during  periods  such  as  the  summer  when 
not  needed  for  loans  to  students. 

Response.  The  language  in  §  144.19  is 
in  no  way  intended  to  preclude  short¬ 
term  investment  of  Fund  capital  dur¬ 
ing  periods  in  which  not  needed  for 
loans.  The  Office  of  Education  encour¬ 
ages  such  investments.  However,  all  in¬ 
come  earned  due  to  such  investments 
must  be  deposited  into  and  become  part 
of  the  Fund.  Institutions  wishing  to 
make  such  investments  must  make  sure 
that  funds  so  invested  are  secure  ones 
such  as:  (1)  high-grade  commercial  pa¬ 
per,  (2)  Federal  certificates  of  deposit 
and  (3)  interest-bearing  checking  ac- 
coimts. 

This  section  has  also  been  expanded 
to  clarify  the  required  procedures  to  be 
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followed  where  an  institution  ceases  op¬ 
eration,  or  is  no  longer  willing  or  capa¬ 
ble  of  maintaining  its  Fund  or  collect¬ 
ing  loans. 

Section  144.31  (Formerly  Section  144.21 
OF  THE  NPRM)  Limitations  Govern¬ 
ing  Aggregate  Amount  of  Loans 

Comment.  Several  commenters  raised 
questions  with  regard  to  the  eligibility 
for  a  loan  of  a  borrower  who  has  re¬ 
ceived  his  first  baccalaureate  degree  and 
later  wishes  to  pursue  a  second  bac¬ 
calaureate  degree  or  a  vocational  course 
of  study.  Clarification  was  also  sought 
with  regard  to  the  $2,500  maximum 
which  might  be  loaned  to  a  student  who 
has  not  completed  a  program  of  study 
leading  to  a  first  baccalaureate  degree. 
A  few  commenters  suggested  a  change  in 
language  of  the  regulation  in  order  to 
accommodate  special  circumstances.  One 
commenter  suggested  that  the  definition 
of  graduate  student  be  redefined  to 
include  or  exclude  persons  with  a  first 
baccalaureate  degree. 

Response.  The  language  of  §  144.31  is 
taken  from  the  statute,  section  464(a) 
(2)  of  the  Act  (20  U.S.C.  1087dd(a)  (2) ) . 
In  answer  to  the  first  question  expressed 
in  the  comment,  a  borrower  who  has  re¬ 
ceived  his  first  baccalaureate  degree  but 
who  has  not  received  more  than  $5,000 
in  National  Direct  Student  Loans  would 
be  eligible  to  receive  additional  loans 
up  to  a  total  of  $5,000  (including  all 
earlier  National  Direct  Student  Loans 
received)  for  pursuing  a  second  bac¬ 
calaureate  degree.  Thus,  a  borrower  who 
has  received  his  first  baccalaureate  de¬ 
gree  and  has  borrowed  only  $2,500  would 
be  eligible  for  an  additional  $2,500  for 
purposes  of  pursuing  a  second  baccalau¬ 
reate  degree.  When  a  borrower  has  re¬ 
ceived  the  maximum  of  $5,000  in  loans, 
he  is  not  eligible  to  receive  further  loans 
unless  he  is  enrolled  as  a  “half-time 
graduate  student”  as  defined  in  §144.2 
(t)  of  this  part. 

In  the  case  of  a  borrower  who  has  re¬ 
ceived  a  first  baccalaureate  degree  and 
later  wishes  to  pursue  a  terminal  occu¬ 
pational  curriculum  of  less  than  two 
years  duration,  he  may  receive  $2,500 
for  such  purpose  only  if  he  has  not  re¬ 
ceived  that  amount  while  obtaining  his 
first  baccalaureate  degree.  Furthermore, 
if  a  borrower  is  enrolled  in  a  course  of 
study  leading  to  a  baccalaureate  degree 
and  has  received  $2,500  in  the  first  year 
of  study,  the  borrower  would  not  be 
eligible  for  a  further  loan  imtil  he  has 
completed  the  second  year  of  study  to¬ 
ward  his  baccalaureate  degree. 

The  definition  of  graduate  student  was 
not  changed,  because  the  Commissioner 
feels  that,  for  purposes  of  this  program, 
the  pertinent  criterion  is  the  curriculum 
being  pursued  by  the  student,  not  his 
prior  attainment  of  a  degree. 

Section  144.32  (Formerly  Section  144.22 
OF  THE  NPRM)  Promissory  Note-Loan 
Repayment 

Comment.  One  commenter  suggested 
that  a  time  limit  of  30  days  be  included 


in  §  144.32(a)  which  specifies  that  a  copy 
of  the  executed  promissory  note  be  sup¬ 
plied  to  the  borrower. 

Response.  The  suggestion  was  not 
adopt^.  Apparently  the  commenter  is 
under  the  impression  that  a  borrower 
must  be  given  a  copy  of  the  promissory 
note  each  time  a  loan  is  made  or  each 
time  an  advance  is  made  on  the  ap¬ 
proved  loan.  If  the  standard  “open-end” 
note  form  (see  Appendix  B)  is  used,  that 
promissory  note  can  be  used  as  long  as 
the  borrower  continues  to  receive  loans 
from  the  Fund  of  the  institution.  This 
note  contains  a  “schedule  of  advance."” 
which  the  borrower  signs  each  time  an 
advance  is  made.  The  institution  must 
supply  the  borrower  with  a  copy  of  an 
open-end  note  only  once,  when  the  bor¬ 
rower  leaves  the  institution  or  is  no 
longer  in  attendance  as  a  half-time 
student. 

A  “closed-end”  note  on  the  other  hand 
is  a  note  form  which  provides  for  the 
specific  amoimt  of  the  approved  loan  for 
the  academic  year  to  be  entered  on  the 
face  of  the  note  so  that  a  new  promis¬ 
sory  note  must  be  executed  each  time 
a  new  loan  is  made  to  the  borrower. 
Such  loans  are  generally  made  on  an  an¬ 
nual  basis.  This  note  also  requires  the 
inclusion  of  a  “schedule  of  advances” 
since  advances  on  an  approved  loan  must 
be  signed  for  by  the  borrower.  If  the 
“closed-end  note”  is  used,  a  copy  of  the 
note  must  be  provided  to  the  borrower 
annually. 

Comment.  One  commenter  objected  to 
the  provision  that  a  borrower  may  re¬ 
quest  a  graduated  repayment  schedule 
and  suggested  that  this  would  create 
problems  in  automated  billings. 

Response.  No  change  was  made.  The 
language  is  required  by  §  464(c)  (1)  (A> 
of  the  Act  (20  U.S.C.  1087dd(c)  (1)  (A) ) . 
Also,  section  130(e)  of  the  Education 
Amendments  of  1976  amended  §  464(c> 
(1)  (A)  of  the  Act  to  provide  that  a  bor¬ 
rower’s  repayment  period  may  begin 
earlier  than  the  normal  nine  month 
grace  period  upon  request  of  the  bor¬ 
rower. 

Comment.  Sevei’al  commenters  ex¬ 
pressed  opposition  to  the  provision  in 
§  144.32(c)  requiring  that  a  copy  of  a 
repayment  plan  be  attached  to  the  prom¬ 
issory  note  and  that  a  copy  of  it  be  sup¬ 
plied  to  the  borrower.  Some  comment¬ 
ers  felt  that  this  would  require  the  in¬ 
stitution  to  write  a  repayment  plan  each 
time  a  loan  and/or  an  advance  was 
made. 

Response.  The  suggestion  was  not 
adopted.  It  was  not  the  intent  of  the 
regulation  to  require  an  institution  to 
write  a  new  repayment  schedule  each 
time  the  borrower  receives  a  loan  and/ 
or  each  time  an  advance  is  made.  The 
Office  of  Education  feels  that  it  is  nec¬ 
essary  for  a  copy  of  the  promissory  note 
with  a, copy  of  the  repayment  schedule 
attached  to  be  provided  to  the  borrower 
when  he  graduates  or  ceases  at  least 
half-time  study  at  an  institution.  In  the 
event  a  borrower  leaves  the  institution 
without  notification,  the  institution  must 
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make  every  possible  effort  to  see  that  the 
borrower  receives  a  copy  of  the  promis¬ 
sory  note  and  the  repayment  schedule 
by  mail. 

Comment.  Several  commenters  ob¬ 
jected  to  the  prgvlslon  of  §  144.32(e)  that 
the  $15  minimum  monthly  repayments 
omDefense  Loans  and  the  $30  minimum 
monthly  repayments  on  Direct  Loans 
must  include  both  principal  and  inter¬ 
est.  The  commenters  cited  the  Office  of 
Education  memorandum  of  July  17, 1972 
which  accompanied  the  new  sample 
promissory  note  in  which  the  language 
dealing  with  the  optional  $30  minimum 
repayment  provision  states,  “the  maker 
shall  repay  the  total  principal  amoffht 
of  this  loan  at  the  rate  of  not  less  than 
$30  per  month.” 

Response.  No  change  was  made  in  re¬ 
sponse  to  these  comments.  The  position 
previously  taken  by  the  Office  of  Educa¬ 
tion  on  this  matter  has  been  determined 
to  have  been  in  error. 

Comment.  Several  commenters  stated 
that  the  language  of  §  144.22(e)  of  the 
notice  of  proposed  rule-making  was  dif¬ 
ficult  to  imderstand  and  did  not  cover 
every  possible  situation  where  a  bor¬ 
rower  had  both  Defense  and  Direct  Loans 
subject  to  the  minimum  repayment  rate 
or  where  a  borrower  had  loans  at  two 
or  more  institutions. 

Response.  In  response  to  the  concerns 
expressed  by  the  commenters  the  discus¬ 
sion  of  this  topic  has  been  revised  and 
expanded.  These  provisions  now  appear 
in  §§  144.32(e)  and  144.33.  The  Commis¬ 
sioner  recognizes  that  this  particular 
area  is  complicated  and  difficult  to  un¬ 
derstand.  Therefore  when  these  interim 
regxilations  are  republished  the  Office  of 
Education  will  include  numerous  exam¬ 
ples  covering  the  many  variables  possi¬ 
ble  under  this  provision. 

The  underlying  concept  of  these  pro¬ 
visions  is  the  fact  that  the  mlnimvun  re¬ 
payment  rates  are  not  cmnulative.  For 
example,  if  a  borrower  received  a  De¬ 
fense  Loan  from  two  institutions  and 
each  of  them  exercised  the  minimum 
payment  option  the  maximum  monthly 
payment  imder  such  loans  is  $15  and 
not  $30.  Similarly  if  a  borrower  received 
both  Defense  and  Direct  Loans  and  the 
Institution  exercised  both  minimum  pay¬ 
ment  options  the  maximum  monthly 
amoimt  a  borrower  would  be  required 
to  repay  is  $30,  not  $45. 

Section  144.33  was  designed  to  explain 
and  clarify  situations  where  a  borrower 
has  both  Defense  and  Direct  Loans 
which  are  subject  to  the  minimum  re- 
pa3mient  provision.  The  maximum  loan 
amount  where  the  minimum  rate  would 
apply  when  a  borrower  has  a  combina¬ 
tion  of  Defense  and  Direct  Loans,  or  if 
the  borrower  has  only  Direct  Loans  is 
approximately  $3,100.  Therefore,  if  the 
borrower’s  loans  exceed  this  amoimt, 
the  minimum  rate  of  repayment  could 
not  be  invoked  and  the  borrower  would 
be  entitled  to  a  full  ten-year  repasmient 
plan  on  all  loans  pursuant  to  §  144.32 
(c) .  For  example,  if  the  monthly  amount 
the  borrower  would  otherwise  be  re¬ 
quired  to  repay  pursuant  to  §  144.32(c) 


on  his  Defense  and  Direct  Loans  was  at 
least  $30  (Defense  Loan  $10 — ^Direct  Loan 
$20)  the  minlmmn  repayment  provision 
may  not  be  invoked  (S  144.33(b) ) .  Simi¬ 
larly,  if  the  monthly  amount  the  borrow¬ 
er  would  be  required  to  repay  pursuant 
to  §  144.32(c)  on  his  Defense  and  Direct 
Loans  is  less  than  $30  (Defense  Loan 
$10 — Direct  Loan  $15)  the  maximum 
monthly  amount  that  may  be  charged 
if  both  options  were  exercised  would  be 
$30  (§  144.33(c)).  If  a  borrower  has  n 
Defense  Loan  subject  to  the  $15  mini¬ 
mum  rate  and  a  Direct  Loan  subject  to 
the  $30  minimum  rate  and  the  maxi¬ 
mum  that  the  Institution  coxild  charge  on 
the  Defense  Loan  would  be  $15  ( §  144.33 
(d)). 

Comment.  Several  commenters  object¬ 
ed  to  the  provision  in  §  144.34(b)  (for¬ 
merly  §  144.22(f)(2)  of  the  NPRM) 
which  requires  the  institution  to  request 
approval  from  the  Commissioner  to  ex-^ 
tend  a  repayment  schedule  beyond  10 
years  due  to  “extraordinary  circum¬ 
stances.” 

Response.  No  change  was  made  in  re¬ 
sponse  to  this  comment,  becaiise  the 
wording  of  this  provision  is  required  by 
statute  (20  U.S.C.  1087dd).  It  should, 
hdwever,  be  pointed  out  that  a  request 
for  approval  by  the  Commissioner  is  only 
required  in  those  cases  where  such  a 
revision  would  extend  the  borrower’s  re¬ 
payment  period  beyond  10  years.  This 
provision  does  not  require  the  forward¬ 
ing  of  a  copy  of  the  revised  schedule,  but 
rather  a  written  reason  for  the  granting 
of  such  a  request.  If  the  institution  re¬ 
vises  a  repayment  schedule  witoout  ex¬ 
tending  the  normal  ten-year  repayment 
period,  no  approval  by  the  Commissioner 
is  required.  Based  on  program  experience 
to  date  it  is  anticipated  that  there  will  be 
no'  undue  delays  in  approving  the  small 
number  of  requests  for  such  extensions 
which  is  expected.  Additionally,  section 
130(f)  of  the  Education  Amendments  of 
1976  amended  section  464(c)(1)(C)  of 
the  Act  to  provide  that  where  an  institu¬ 
tion  has  opted  to  invoke  the  $30  mini¬ 
mum  monthly  repayment  provision,  the 
institution  may  permit  a  borrower  to 
pay  less  than  $30  per  month  on  aU  such 
loans  where  necessary  to  avoid  hard^p 
to  the  borrower  for  a  period  of  not  more 
than  one  year  provided  that  the  ten-year 
maximum  repayment  period  is  not  ex¬ 
tended.  The  piurpose  of  this  provision  )s 
to  prohibit  an  institution  from  giving  a 
hardship  deferment  or  from  revising  a 
borrower’s  repayment  schedule  for  more 
than  one  year  at  a  time  without  reasses¬ 
sing  the  ability  of  the  student  to  repay 
the  note  at  the  scheduled  rate.  However, 
as  long  as  the  ten-year  repayment  peri¬ 
od  is  not  breached  this  provision  does  not 
limit  the  aggregate  number  of  periods 
that  deferments  or  schedule  revisions 
may  be  granted.  Thus,  if  an  institution 
modifies  its  minimum  repayment  sched¬ 
ule  or  defers  repayments,  it  must,  when 
the  period  is  over  and  the  student^  re¬ 
quests  a  further  postponement  or  revi¬ 
sion,  reevaluate  the  student’s  financial 
situation  to  determine  whether  another 
deferment  or  revision  is  warranted.  If 


additional  deferm^t  or  revision  is  justi¬ 
fied,  such  a  deferment  or  revision  period 
cannot  exceed  one  year. 

Comment.  One  commenter  asked  why 
the  provision  for  deferment  of  repay¬ 
ment  for  part-time  study  specified  in 
§  144.34(c)  (formerly  S  144.22(f)  (3)  of 
the  NPRM)  for  Defense  Loans  would  not 
apply  to  Direct  Loans. 

Response.  Section  205(b)  (2)  (D)  of  the 
National  Defense  Education  Act  of  1958 
(20  U.S.C.  425(b)(2)(D))  provided,  at 
the  option  of  the  institution,  for  a  defer¬ 
ment  of  repayment  for  a  period  of  not 
to  exceed  3  years  during  which  time  the 
borrower  w£is  enrolled  in  an  institution 
of  higher  education  as  less  than  a  half¬ 
time  student.  Title  IV-E  of  the  Higher 
Education  Act  (which  was  authorized  by 
the  Education  Amendments  of  1972,  Pub. 
L.  92-318)  contains  no  similar  language: 
thus  this  provision  is  not  applicable  ta 
loans  made  after  June  30, 1972.  It  should 
be  noted  that  interest  continues  to  ac¬ 
crue  during  such  a  period  of  deferment, 
and  the  borrower  should  be  alerted  to 
this  fact. 

Comment.  Several  commenters  pointed 
out  the  view  that  the  language  concern¬ 
ing  penalty  charges  in  §  144.22(g)  (2)  of 
the  NPRM  was  in  conflict  with  §  464<c> 
(4)  (B)  of  the  Act. 

Response.  The  Office  of  Education  con¬ 
curs  with  the  commenters  and  the  regu¬ 
lation  has  been  changed  accordingly  (see 
8  144.32(f)(2)  of  the  regulation).  The 
Act  stipulates  that  on  loans  subject  to  a 
bimonthly  repayment  plan,  the  penalty 
charge  assessed  may  be  $3  for  the  first 
bimonthly  repasonent  interval  or  part 
thereof  by  which  an  installment  or  evi¬ 
dence  of  entitlement  to  deferment  or  can¬ 
cellation  is  late  and  $3  for  each  such  bi¬ 
monthly  interval  thereafter.  On  loan.'i 
subject  to  a  quarterly  repayment  plan, 
the  Act  stipulates  that  the  penalty 
charge  assessed  may  be  $6  for  the  first 
quarterly  repayment  interval  or  pari 
toereof  by  which  the  installment  or  evi¬ 
dence  is  late  and  $6  for  each  such  qua’  - 
terly  interval  thereafter.  Since  the  Act 
specifies  that  penalty  charges  are  ba.sed 
on  “installments”  past  due,  they  arc 
cumulative  in  nature.  An  illustrative  ex¬ 
ample  is  set  forth  in  Appendix  C  of  this 
part. 

Comment.  Several  commenters  asked 
for  claiificaticm  of  §  144.32(h)  of  the 
regulation  (formerly  §  144.22  (i)  of  the 
NPRM)  which  provides  for  assignment 
of  notes.  One  commenter  suggested  the 
language  be  revised  to  provide  that  as¬ 
signment  of  a  note  could  be  made  only 
upon  approval  by  the  transferee  in.stitn- 
tion. 

Response.  An  “assignment”  would  al¬ 
low  the  borrower’s  loans  to  end  up  with 
the  last  institution  from  which  he  bor¬ 
rowed  and  he  would  thus  be  obligated  to 
one  institution  with  a  single  repayment 
schedule.  This  provision  is  not  new  and 
was  contained  in  the  original  Act,  but  has 
been  seldom  used  because  any  institu¬ 
tion  is  reluctant  to  sacrifice  the  asset  to 
Its  own  Fund  which  each  loan  represents. 
Approval  of  both  the  assignee  and  the 
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assignor  institution  is  required  before  an 
assignment  of  notes  can  be  made. 

Section  144.35  Postponement  of  Loan 
Repayments  in  Anticipation  of  Can¬ 
cellation 

This  new  section  was  added  to  set  forth 
a  long-standing  policy  of  the  Office 
which  was  inadvertently  omitted  from 
the  NPRM.  It  makes  provision  for  excus¬ 
ing  a  borrower  from  making  repayments 
which  might  subsequently  have  to  be  re¬ 
funded  as  a  result  of  the  borrower’s 
earning  an  entitlement  to  partisd  can¬ 
cellation  of  his  loan. 

Section  144.36  Treatment  of  Loan  Re¬ 
payments  Where  Cancellation,  Loan 
Repayments,  and  Minimum  Monthly 
Repayments  Apply 

'This  new  section  was  added  to  clarify 
the  procedures  to  be  followed  in  handling 
repayments  and  minimum  repaymait 
provisions  if  a  borrower  has  received 
both  Defense  and  Direct  Loans  and  is  en¬ 
titled  to  cancellation  on  one  of  those 
loans,  but  not  the  other. 

Section  144.41  (formerly  §  144.31  of  the 
NPRM)  Loan  Collection  Procedures 

General  comment  on  Subpart  C.  In 
view  of  the  many  questions  received  and 
in  order  to  set  forth  in  more  detail  the 
steps  required  in  the  exercise  of  “due 
diligence’’  in  the  collection  of  loans, 
§  144.31  of  the  NPRM  has  been  split  into 
several  sections  as  follows: 

1 144.41  (General 

S  144.42  Contact  with  the  borrower  prior  to 
repayment  period 
{  144.43  Billing  procedures 
S  144.44  Skip-tracing  activities 
§  144.45  Collection  procedures 

Comment.  Several  commenters  ob¬ 
jected  to  the  language  of  §  144.41(a)  of 
the  regulation  (§  144.31(a)  of  the 
NPRM)  which  provides  for  full  dis¬ 
closure  of  a  borrower’s  rights  and  obliga¬ 
tions  no  later  than  the  time  he  signs  his 
promissory  note.  Clarification  of  the  lan¬ 
guage  was  requested,  because  the  com¬ 
menters  felt  that  this  requirement  dupli¬ 
cates  the  Truth  in  Lending  requirement. 

Response.  No  change  was  made  in  the 
regulation.  The  Office  of  Education  does 
not  agree  that  the  requirements  of  the 
Truth  in  Lending  Act  are  identical  to  our 
“full-disclosure’’  requirement.  'The  Truth 
in  Lending  Act  does  not  require  that  the 
borrower  be  informed  of  the  various 
rights  which  he  has  under  this  part,  such 
as  partial  cancellation  for  certain  forms 
of  public  service  and  deferment.  The  Of¬ 
fice  of  Education  feels  that  at  the  mini¬ 
mum  the  institution  must  be  required 
to  inform  the  borrower  that  he  is  receiv¬ 
ing  a  loan  which  must  be  repaid,  require 
that  he  read  the  note  before  signing  it, 
and  provide  him  with  a  copy  of  the  note, 
which  sets  forth  all  his  various  rights 
and  obligations. 

Comment.  Several  commenters  re¬ 
quested  clarification  as  to  how  complete 
^e  repajTnent  schedule  should  be. 

Response.  The  Office  of  Education  en¬ 
courages  the  use  of  an  amortized  repay¬ 
ment  schedule,  l.e.,  one  that  requires  the 
institution  to  set  forth  the  amount  of 


principal  and  interest  due  on  each  in¬ 
stallment  for  the  number  of  installments 
required  to  repay  the  loan  in  full.  How¬ 
ever,  this  is  not  a  requirement.  As  a  mini¬ 
mum  the  repajrment  schedule  should  set 
forth  the  number  of  principal  repay¬ 
ments  or  the  number  of  equal  payments 
as  the  case  may  be,  the  rate  of  interest, 
the  date  the  first  repayment  is  due  and 
the  frequency  of  the  r^iayments.  The 
Office  of  Education  realizes  that  a  great 
many  amortized  repayment  schedules 
are  out  of  date  before  the  last  payment 
becomes  due  because  of  any  one  of  sev¬ 
eral  circumstances  such  as  the  various 
deferment  and  cancellation  provisions, 
delinquency  where  extra  interest  ac¬ 
crues,  etc. 

Comment.  Several  commenters  sug¬ 
gested  that  the  exit  interview  before  a 
borrower  leaves  school  is  of  little  value 
and  could  be  dcoie  by  mail  before  the  ex¬ 
piration  of  the  grace  period.  Many  com¬ 
menters  feel  that  it  is  impossible  to  con¬ 
duct  an  exit  interview  for  each  individ¬ 
ual  borrower  since  the  borrower  in  the 
final  term  is  occupied  with  graduation. 
Job  hunting,  relocatim,  etc.  Also,  it  was 
pointed  out  that  many  borrowers  leave 
school  without  proper  notification  thus 
making  it  impossible  to  have  personal 
exit  interviews,  dsepite  the  positive  value 
of  such  a  pr(x:edure. 

Response.  The  regulation  was  revised. 
See  §§  144.41(b)  (2)  and  144.42(c).  The 
Office  of  Education  feels  that  the  exit  in¬ 
terview  is  an  integral  part  of  “due  dili¬ 
gence’’  and  the  entire  collection  proce¬ 
dure.  Although  the  Office  of  Education 
encourages  individual  interviews,  mass 
exit  interviews  may  be  used  where  in¬ 
dividual  interviews  are  not  feasibly  pos¬ 
sible.  In  those  cases  where  a  borrower 
for  any  reason  does  not  show  up  for  the 
interview  or  leaves  school  without  proper 
notification,  the  institution  shall  make 
every  possible  effort  to  contact  the  bor¬ 
rower  by  mall  as  specified  in  the  revised 
§  144.42,  in  order  to  inform  him  of  his 
rights  and  responsibilities.  As  specified 
in  the  regulation  the  institution  is  re¬ 
quired  to  maintain  contact  with  the  bor¬ 
rower  while  he  is  in  his  grace  period.  The 
primary  purpose  nf  this  provision  is  to 
keep  the  borrower’s  mailing  address  cur¬ 
rent.  This  Includes  the  sending  of  no 
less  than  three  letters,  l.e.,  of  (1)  dis¬ 
closure,  (2) ’notification  of  end  of  grace 
period,  and  (3)  first  payment  approxi¬ 
mately  30  days  before  the  first  payment 
is  due.  If  the  borrower’s  address  is  found 
to  be  unknown  as  a  resvilt,  the  institu¬ 
tion  must  take  corrective  skip-trace  ac¬ 
tivities.  These  include  routine  checks 
with  aU  appropriate  institutional  offices, 
or  if  that  falls,  the  performance  of  an 
extensive  skip-trace  by  the  institution’s 
own  personnel  or  by  using  a  commercial 
skip-trace  agency. 

Comment.  One  commenter  objected  to 
the  provision  of  §  144.42  which  requires 
the  institution  to  maintain  contact  with 
borrowers  and  to  keep  them  Informed  of 
all  changes  in  the  program  affecting 
their  rights  and  obligations.  The  com¬ 
menter  claims  that  it  is  impossible  to 
do  this  in  all  cases. 

Response.  ’The  regulation  was  not 
changed.  The  Office  of  Education  agrees 


that  it  is  impossible  in  the  case  of  a  lost 
borrower  to  maintain  contact  and  always 
ke^  the  borrower  informed.  However,  if 
the  institution  performs  “due  diligence” 
as  specified  in  Subpart  C  and  can  prove 
that  every  attempt  was  made  to  main¬ 
tain  contact  and  keep  the  borrower  in¬ 
formed,  it  will  be  considered  to  have  ful¬ 
filled  its  responsibilities  \mder  this 
regulation. 

Comment.  One  commenter  objected  to 
the  language  in  §  144.44  mandating  an 
institution  to  use  the  services  of  a  com¬ 
mercial  skip-trace  agency  for  the  pur¬ 
pose  of  locating  a  borrower  in  default. 
The  commenter  pointed  out  that  his  in- 
stWutiwi  recently  turned  over  103  ac¬ 
counts  to  such  an  agency  but  had  re¬ 
ceived  successful  addresses  only  in  16. 
The  cost  w'as  cited  at  $35  per  account 
whether  or  not  the  agency  was  success¬ 
ful. 

Response.  The  Office  of  Education 
considers  such  a  fee  structure  to  be  un¬ 
reasonable  and  will  not  approve  it  as  an 
“other  collection  cost.”  In  no  instance 
should  an  institution  contract  for  such 
services  on  a  non-contingent  basis.  All 
such  contracts  should  be  on  a  coptin- 
gency  fee  basis  arid  the  costs  incurred 
must  be  reasonable.  Previously  other  col¬ 
lection  costs  were  not  allowed  if  done  by 
the  institution  itself.  The  regulation  does 
not  mandate  the  use  of  a  commercial 
skip-trace  agency.  The  institution  may 
perform  its  own  skip-trace,  the  costs  of 
which  could  be  charged  to  the  Fund. 

Comment.  Seversd  commenters  stated 
that  the  bond  requirements  for  com¬ 
mercial  collection  agencies  as  required 
by  §  144.45  were  too  high. 

Response.  The  Office  of  Education  con¬ 
curs  and  the  language  of  the  regulation 
has  been  revised  to  require  bonding  in 
an  amount  to  cover  those  particular  as¬ 
sets  of  the  Fund  which  are  under  the 
control  of  the  collection  agency  at  any 
particular  time.  The  Office  of  Education 
feels  that  if  such  agencies  promptly  de¬ 
posit  collections  in  an  institutional  bank 
account  through  a  “lock -box”  or  other 
similar  system,  the  possibility  of  loss  to 
the  Fund  would  be  greatly  reduced  and 
thus  the  amount  of  required  bonding 
could  be  reduced  accordingly. 

Comment.  One  commenter  suggested 
that  §  144.45  mandates  the  use  of  a  com¬ 
mercial  collection  agency. 

Response.  The  regulation  does  not 
mandate  the  use  of  a  commercial  col¬ 
lection  service.  The  regulation  has  been 
revised  to  provide  that  if  an  institution 
performs  this  collection  activity  itself, 
the  reasonable  costs  of  collection  in¬ 
curred  may  be  charged  directly  to  the 
F\ind. 

Comment.  One  commenter  suggested 
that  State  higher  education  authorities 
which  administer  State  loan  programs  be 
allowed  to  contract  with  the  Federal 
Government  to  do  billing  and  collection 
on  the  National  Direct  Student  Loan  Pro¬ 
gram  for  Institutions  located  in  a  par¬ 
ticular  State, 

Response.  This  suggestion  was  not 
adopted.  Each  National  Direct  Student 
Loan  Fund  represents  a  distinct  and  sep¬ 
arate  revolving  trust  fund  at  the  Institu¬ 
tion.  The  institution  Itself  Is  charged 
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with  the  responsibility  of  administering 
its  own  Fund.  The  Ofllce  of  Education 
does  not  have  authority  to  contract  di¬ 
rectly  with  a  State  in  the  manner  sug¬ 
gested  by  the  commenter. 

Comment.  Several  ccmimenters  raised 
the  question  of  retroactivity  of  the  due 
diligence  requirements  of  Subpart  C  and 
felt  that  the  proposed  regulation  would 
require  institutions  which  have  per¬ 
formed  “due  diligence”  in  accordance 
with  Appendix  17  of  the  1967  National 
Defense  Student  Loan  Manual  to  per¬ 
form  “due  diligence”  again  as  set  forth 
in  the  revised  regulations. 

Response.  Regulations  are  prospective, 
not  retroactive.  Therefore,  if  the  Institu¬ 
tion  has  used  Appendix  17  and  has  liti¬ 
gated  and/or  us^  a  collection  agency, 
where  appropriate.  It  will  be  considered 
to  have  performed  due  diligence. 

Comment.  One  commenter  asked  that 
consideration  be  given  to  cancellation  on 
loans  for  borrowers  whom  an  institution 
is  unable  to  contact  after  “due  diligence” 
as  set  forth  in  Subpart  C  has  been  fol¬ 
lowed. 

Response.  This  suggestion  was  not 
adopted.  There  is  no  statutory  authCH'ity 
for  such  a  regulation.  Furthermore  the 
Office  of  Education  would  not  consider 
such  a  provision  to  be  advisable  even  if 
there  were  statutory  authority  for  it. 

Comment.  Numerous  c(Hnmenters  of¬ 
fered  many  and  varied  objections  and 
suggestions  for  revision  and  clarification 
of  S  144.31(e)  of  the  NPRM.  Most  com- 
menters  objected  to  the  15  day  cycle  as 
proposed  with  the  statonent  that  the 
change  would  be  expensive  and  time  con¬ 
suming.  Also  mentioned  was  the  fact  that 
a  more  frequent  billing  cycle  would  cause 
crossing  in  the  mail  of  past  due  notices 
and  repayments,  leading  to  disgruntled 
borrowers.  Several  commenters  whose 
institutions  were  on  a  manual  system 
rather  than  a  computer  stated  that  it 
would  be  impossible  to  adhere  to  the  pro¬ 
posed  cycle.  Most  commenters  suggested 
an  Increase  in  administrative  expense  al¬ 
lowance  if  the  regulation  were  adopted. 
Most  preferred  the  retention  of  the  30 
day  cycle  set  forth  in  Appendix  17  of  the 
1967  Manual. 

Response.  Due  to  the  many  comments 
on  §  144.31  of  the  notice  of  proposed  rule 
making  this  section  has  been  revised. 
The  regulation  now  calls  for  a  first  past 
due  notice  within  15  days  after  the  due 
date  with  a  30  day  billing  cycle  thereafter 
imtil  the  loan  is  “in  default”  as  defined  in 
.§  144.2  (V)  of  the  regulations.  The  Office 
of  Education  agrees  that  sending  an 
overdue  notice  within  15  days  of  the  due 
date  may  be  somewhat  more  expensive 
than  waiting  for  30  days,  but  feels  that 
it  is  in  conformance  with  good  commer¬ 
cial  billing  practices  and  further  is  of  the 
opinion  that  this  essential  step  may 
prove  to  make  the  overall  billing  process 
less  expensive  in  the  long  run.  As  to  the 
question  of  an  increase  in  routine  ad¬ 
ministrative  expense  allowance,  the  3 
percent  allowance  is  set  by  statute  and 
cannot  be  increased  by  regulation. 

Comment.  One  commenter  suggested 
the  use  of  the  Internal  Revenue  Service 


in  withholding  of  inccane  tax  refunds  and 
application  of  such  withholdings  to  delin¬ 
quent  amounts  due  on  the  borrower’s  Na¬ 
tional  Defense/Direct  Student  Loans. 

Response.  This  suggestion  should  be 
directed  to  the  Internal  Revenue  Service, 
since  it  is  beyond  the  authority  of  the 
Office  of  Education. 

Comment.  One  commenter  requested 
clarification  as  to  what  steps  must  be 
taken  before  the  costs  of  (1)  litigation, 
(2)  using  a  commercial  collection  agency 
or  a  commercial  skip-trace  agency  and/ 
or  (3)  the  costs  of  more  stringent  collec¬ 
tion  efforts  by  the  institution  itself  may 
be  charged  to  the  Fund  as  other  collec¬ 
tion  costs. 

Response.  Sections  144.41-144.43  set 
forth  the  procedures  which  must  be  per¬ 
formed  before  these  collection  costs  may 
be  charged  to  the  Fund.  / 

Comment.  One  commenter  objected  to 
the  use  of  a  commercial  skip-trace  and 
ccanmercial  collection  agencies  entirely, 
citing  as  a  reason  the  boon  to  profit-mak¬ 
ing  organizations. 

Response.  Ihe  Office  of  Education  does 
not  agree  with  the  comment  that  its  bill¬ 
ing  and  collection  requirements  are  just 
a  boon  to  profitmaking  organizations 
(i.e.,  the  various  commercial  billing  serv¬ 
ices  and  collection  agencies).  Ihose  re¬ 
quirements  may  be  met  by  the  institu¬ 
tions  in  any  manner  of  their  own  choos¬ 
ing,  including  performance  of  these  func¬ 
tions  by  their  own  personnel. 

Comment.  Several  c(xnmenters  sug¬ 
gested  that  a  minimum  write-off  be  pro¬ 
vided  for  small  balances  on  locms,  be¬ 
cause  of  the  reluctance  of  borrowers  to 
pay  small  disputed  amounts  and  the  ex¬ 
cessive  cost  of  attempting  to  collect  such 
amounts. 

Response.  To  help  solve  the  problems 
cited  by  the  commenters,  §  144.32(c)  has 
been  revised  to  include  a  new  subpara¬ 
graph  (2)  which  provides  that  a  repay¬ 
ment  schedule  which  results  in  a  final 
payment  of  $2  or  less  may  be  revised  to 
include  that  amount  in  the  next-to- 
last  payment.  Use  of  this  provision  should 
prevent  such  problems  from  arising  in 
the  future.  To  help  solve  the  pn^lem 
caused  by  borrowers’  refusal  to  pay  small 
balances  of  long  standing,  §  144.45(c) 
has  been  added  to  provide  for  the  write¬ 
off  of  balances  of  $2  or  less. 

Section  144.46  (Foruerly  S  144.33  of  the 

NPRM)  Other  Collection  Costs 

Comment.  Two  commenters  objected 
to  the  prohibition  of  charges  to  the  ftmd 
for  “other  collection  costs”  performed  by 
an  institutional  employee. 

Response.  The  Office  of  Education  con¬ 
curs  with  the  ccmunenters’  suggestion 
that  such  reasonable  “other  collection 
costs”  performed  by  an  employee  of  the 
institution  are  a  legitimate  charge  to  the 
Fund  and  the  regulation  has  been  revised 
accordingly. 

Section  144.47  (Formerly  §  144.34  of  the 

NPRM)  Utilization  of  Fiscal  Agent 

Comment.  One  commenter  objected  to 
the  fact  that  the  role  of  a  fiscal  agpnt 
utilized  by  institutions  in  billing  or  col¬ 
lection  of  National  Direct  Student  Loans 


was  covered  in  a  single  paragraph  of  two 
sentences.  The  suggestion  was  made  that, 
since  the  several  billing  services  are  now 
possibly  handling  one-half  or  more  of  the 
total  accounts  in  billing  status,  §  144.47 
should  be  expanded  in  order  that  all 
concerned  would  be  made  more  conver¬ 
sant  with  those  requirements  which  re¬ 
late  specifically  to  them. 

Response.  The  comment  is  well  taken, 
and  this  section  has  been  expanded  to 
some  extent.  Furthermore  9  144.48  has 
been  added  to  forbid  the  use  of  a  billing 
service  and  collection  agency  which  share 
a  common  ownership  or  control  because 
of  the  potential  for  conflict  of  interest  in 
such  a  situation.  In  the  event  that  an  in¬ 
stitution  uses  the  services  of  a  collection 
agency  or  a  commercial  skip-trace  agen¬ 
cy  the  fees  charged  may  be  on  a  con¬ 
tingency  basis  only.  CHiaiges  which  are 
not  contingent  on  results  are  not  allowed 
as  other  collection  costs. 

Section  144.49  (Formerly  Section  144.32 

OF  THE  NPRM)  Bankruptcy  of  Bor¬ 
rower 

Comment.  Several  commenters  recom¬ 
mended  elimination  of  this  provision  in¬ 
sofar  as  educational  loans  are  concerned 
and  wished  to  know  whether  or  not  con¬ 
sideration  is  being  given  to  a  revision 
of  the  law  to  exclude  Federal  educational 
loans  from  the  bankruptcy  law. 

Response.  The  Office  of  Eduaction  has 
proposed  that  the  Federal  bankruptcy 
statute  be  amended  to  exclude  from  its 
provisions  any  Federal  educational  loan 
during  the  first  five  years  of  the  repay¬ 
ment  period.  Bills  have  been  introduced 
in  Congress  to  this  effect  but  none  has 
yet  been  enacted. 

Comment.  A  few  commenters  raised  a 
question  as  to  a  possible  conflict  between 
State  law  and  the  last  sentence  of 
§  144.32  of  the  NPRM,  which  provided 
that  if  a  borrower  who  has  had  his  loan 
discharged  in  bankruptcy  subsequently 
makes  a  payment  on  that  loan,  such  pay¬ 
ment  revives  the  entire  loan. 

Response.  The  Office  of  Education 
agrees  that  the  sentence  to  which  refer¬ 
ence  is  made  in  the  comment  is  not  the 
law  in  all  States  and  it  has  therefor  been 
deleted.  Ihe  Office  of  Education  wishes 
to  alert  institutions  that,  while  the  bank¬ 
ruptcy  statute  is  Federal  and  therefore 
uniformly  applied  in  all  States,  the  pro¬ 
visions  governing  reaffirmation  of  a  loan 
may  vary  from  State  to  State  in  accord¬ 
ance  with  State  law.  Each  institution 
should  seek  the  counsel  of  its  own  attor¬ 
ney  if  any  questions  arise  on  this  matter, 
but  should  be  alert  to  the  fact  that  a 
bankrupt  borrower  may  reaffirm  his  debt 
volimtarily.  The  procedures  according  to 
which  this  is  done  may  vary  from  State 
to  State. 

Comment.  One  commenter  asked  for 
clarification  of  procedures  to  be  followed 
when  a  borrower  enters  the  “Wage  Earn¬ 
er  Plan,”  which  is  part  of  Chapter  13  of 
the  Bankruptcy  Act. 

Response.  Institutions  should  seek  the 
advice  of  their  own  attorney  in  all  cases 
where  doubt  exists  as  to  the  legality  oi 
actions  to  be  taken  under  Chapter  ZnZ 
of  the  Bankruptcy  Act.  For  further  Id- 
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formation  on  bankruptcy  or  the  wage 
earner  plan  institutions  should  contact 
the  Administrative  OfiBce  of  the  United 
States  Courts,  Supreme  Court  Building, 
Washington,  D.C.  20544.  Ihat  Office  will 
furnish  bulletins  on  both  subjects  written 
in  laymen’s  language. 

SUBPART  D— LOAN  CANCELLA’nON 

Section  144.51  (Formerly  Section  144.41 

OF  THE  NPRM)  Special  Definitions 

Comment.  Several  commenters  ques¬ 
tioned  the  fairness  of  the  definition  of 
“full-time  teacher”  as  provided  by 
§  144.51(c)  in  regard  to  Defense  Loans 
where  a  borrower  is  teaching  part-time 
at  two  or  more  “institutions  of  higher 
education”  and  in  the  case  of  both  De¬ 
fense  and  Direct  Loans  where  a  borrower 
is  teaching  part-time  in  two  or  more  local 
jurisdictions.  It  has  been  pointed  out  that 
neither  the  present  regulation  nor  the 
proposed  relations  accommodate  the 
equivalency  of  an  academic  year  for  pur¬ 
poses  of  National  Direct  Student  Loan 
cancellation  for  borrowers  in  such  in¬ 
stances.  The  commenters  suggest  that 
due  to  the  abimdance  of  qualified  teach¬ 
ers  some  equivalency  standard  should  be 
established  by  r^ulatlon  in  order  that 
persons  having  received  loans  and  who 
are  imable  to  secure  a  full-time  teaching 
position  might  be  able  to  take  advantage 
of  the  cancellation  provision. 

Response.  The  regulation  was  not 
changed.  However  if  a  borrower  can  ob¬ 
tain  appropriate  certifications  that  he 
has  taught  in  two  half-time  teaching 
positions  for  a  complete  academic  year 
in  two  elementary  or  secondary  schools 
or  in  two  institutions  of  higher  educa¬ 
tion,  he  will  be  considered  to  have  been 
a  full-time  teacher  for  that  academic 
year. 

Section  144.53  (Formerly  Section  144.43 

OF  THE  NPRM)  Teacher  Cancella¬ 
tions — Direct  Loans 

Comment.  One  commenter  suggested 
that  the  $3,000  low-income  factor  in  se¬ 
lection  of  designated  schools  in  which 
teachers  are  eligible  for  cancellation  as 
provided  in  §  144.53(a)(1)  is  unrealisti¬ 
cally  low  and  suggests  that  this  figure  be 
changed  to  $6,000.  One  commenter  op¬ 
poses  all  cancellation  provisions. 

Response.  The  cancellation  provision 
and  the  $3,000  figiure  in  §  144.53(a)  (1) 
are  statutory  ($  465  of  the  Act;  20  U.S.C. 
1087ee)  and  cannot  be  changed  by  reg¬ 
ulation. 

Comment.  One  commenter  suggested 
that  teaching  service  in  preschool  and 
early  childhood  education  programs  be 
mentioned  in  §§  144.52  and  144.53. 

Response.  The  suggestion  was  not 
adopts.  There  is  no  statutory  provision 
for  cancellation  of  a  Direct  or  Defense 
Loan  for  teaching  in  preschool  or  early 
childhood  education  programs  unless 
such  programs  are  part  of  elementary 
education  imder  State  law.  (Direct 
Loans,  however,  are  cancellable  for 
teaching  service  in  a  Head  Start 
Program.  See  i  144.54) .  Therrfore, 
unless  prescho(d  or  early  educatioa 
programs  are  recognized  under  State 


law  as  providing  elementary  or  sec¬ 
ondary  education,  neither  a  Direct  nor 
a  Defense  Loan  borrower  performing 
teaching  service  in  such  programs  is  eli¬ 
gible  for  partial  cancellation  on  his  loan. 
In  any  questionable  case,  it  is  incumbent 
upon  the  Institution  to  contact  the  ap¬ 
propriate  official  in  the  State  educational 
agency  in  order  to  determine  whether 
the  school  in  which  the  borrower  is 
teaching  is  providing  elementary  and/or 
secondary  education  under  State  law. 

Section  144.55  (Formerly  Section  144.45 

OF  the  NPRM)  Military  Cancella¬ 
tion 

Comment.  One  commenter  asks  who  is 
to  certify  that  a  borrower  is  entitled  to 
military  cancellation  benefits  under  sec¬ 
tion  310  of  Title  37  of  the  UB.C.  as  pro¬ 
vided  for  in  S  144.55(b). 

Response.  Normally  this  certification  is 
supplied  by  the  borrower’s  commanding 
officer  or  a  mem|)er  of  his  staff.  However, 
verification  of  such  service  in  the  case 
of  a  discharged  borrower  may  be  made 
from  form  DD-214,  the  borrower’s  dis¬ 
charge  papers.  ’The  Office  of  Education 
has  been  advised  by  the  Department  of 
Defense  that  there  are  presently  3  areas 
of  hostility.  These  are  North  Vietnam, 
South  Vietnam  and  CanUx)dia,  including 
the  air  space  and  surrounding  waters  of 
these  areas.  Also,  until  June  4, 1974,  Laos 
was  on  the  list.  It  is,  therefore,  conceiv¬ 
able  that  a  borrower  may  be  able  to  can¬ 
cel  a  portion  of  his  loan  for  service  there. 

Comment.  One  commenter  raised  a 
question  concerning  borrowers  who  leave 
military  service  prior  to  receiving  the 
maximum  50  percent  military  cancella¬ 
tion  benefits  and  subsequently  reenlist. 

Response.  An  interruption  in  military 
service  need  not  eliminate  the  borrower’s 
eligibility  for  receiving  military  cancella¬ 
tion  benefits  for  his  subsequent  military 
service.  Thus,  a  borrower  could,  for  ex¬ 
ample,  serve  in  the  Armed  Forces  for  two 
years,  cancelling  25  percent  of  his  loan 
(121/2  percent  each  complete  12  month 
period),  terminate  his  military  service, 
then  at  some  later  point  during  his  re¬ 
payment  period  reenlist  and  again  re¬ 
ceive  cancellation  for  his  military  service 
up  to  an  additional  25  percent  of  the  loan 
so  that  he  ultimately  would  have  re¬ 
ceived  the  maximiun  allowable  cancella¬ 
tion  for  military  service. 

Section  144.55  (Formerly  Section  144.46 

or  THE  NPRM)  Cancellation  for 

Death  or  Disability 

Comment.  Niunerous  commenters 
spoke  to  the  fact  that  no  provision  was 
Included  in  the  proposed  regulations  for 
cancellation  on  Direct  Loans  made  after 
Jime  30,  1972  due  to  the  death  or  per¬ 
manent  and  total  disability  of  a  bor¬ 
rower  as  was  the  case  for  Defense  Loans 
made  before  Jime  30,  1972.  Many  com¬ 
menters  complained  that  the  Office  of 
Education  has  been  derelict  in  its  efforts 
to  get  this  matter  settled  and  also  com¬ 
plained  that  they  were  misled  by  officials 
of  the  Office  of  Education  in  the  past  by 
statements  that  the  problem  could  be 
solved  by  revised  regulations. 


Response.  The  Office  of  Education  re¬ 
grets  the  delay  in  resolving  this  problem. 
Originally  it  was  felt  that  this  obvious 
oversight  in  the  statute  could  be  rectified 
by  regulation.  After  It  was  determined 
that  this  could  not  be  done  by  regulation, 
the  Office  of  Education  submitted  a  re¬ 
quest  for  enabling  legislation.  Section 
130  of  the  Education  Amendments  of 
1976  amended  section  464(c)  (1)  of  the 
Act  to  provide  for  cancellation  of  Direct 
Loans  due  to  death  or  disability.  ’This 
provision  is  retroactive  to  Jime  23,  1972. 

Comment.  One  commenter  commented 
on  S  144.56(b)  and  objected  to  the  word¬ 
ing  that  cancellation  shall  be  made 
“upon  the  permanent  and  total  disability 
of  the  borrower.”  ’The  commenter  sug¬ 
gested  the  phrase  be  changed  to  “if  the 
borrower  b^omes  permanently  and  to¬ 
tally  disabled  after  the  loan  has  been 
made”  to  cover  the  situation  where  a 
student  who  is  already  permanently  or 
totally  disabled  applies  for  a  loan. 

Response.  The  Office  of  Education  con¬ 
curs  and  the  regulation  has  been  revised 
accordingly.  Institutions  should  be  cau¬ 
tioned  against  making  loans  to  a  student 
who  is  totally  and  permanently  disabled 
at  the  time  of  enrollment.  Although  an 
institution  could  not  deny  a  loan  to  such 
a  student  (m  these  groimds,  it  should 
make  clear  to  the  student  that  the  loan 
could  not  later  be  cancelled  (Hi  the 
grounds  of  the  borrower’s  pre-existing 
impairment.  The  Office  of  Education  sug¬ 
gests  that  institutions  make  every  effort 
to  meet  such  a  student’s  need  through 
other  more  appropriate  sources  of  finan¬ 
cial  aid. 

Section  144.57  (Formerly  Section  144.47 
OF  THE  NPRM)  Responsibility  FOR  De¬ 
termination  OF  Cancellation  Entitle¬ 
ment 

Comment.  One  commenter  suggested 
that  a  formal  procedme  be  established  to 
review  determinations  by  an  institution 
concerning  cancellation  entitlement. 

Response.  This  suggestion  was  not 
ad(^ted.  The  determination  of  a  bin:- 
rower’s  eligibility  for  cancellation  is  the 
sole  responsibility  of  the  lending  insti¬ 
tution.  Where  a  fiscal  agent  is  involved, 
that  agent  may  make  a  routine  decision 
as  to  approval  or  disapproval  in  the  mat¬ 
ter,  subject  to  review  by  the  appropriate 
institutional  officials. 

Section  144.58  (Formerly  Section  144.48 
OF  THE  NPRM)  Cancellation  Provi¬ 
sion  Not  RZtroactive — ^No  Refund 

Comment.  Two  commenters  requested 
clarification  of  the  refund  policy  set  forth 
in  §  144.58(b)  of  this  regulation. 

Response.  It  was  not  the  intent  of  this 
section  to  deny  a  refund  to  a  borrower 
in  the  case  of  an  obvious  error  on  the 
.  part  of  the  institution.  Thus  in  any  case 
where  a  borrower  overpays  due  to  incor¬ 
rect  accounting  or  billing  on  the  part  of 
the  Institution,  a  (x>rTection  is  in  order, 
and  such  a  correcticm  may  Involve  a  re¬ 
fund.  Also  as  provided  in  Subpart  C,  it  is 
incumbent  upon  the  Institution  to  keep 
the  borrower  Informed  of  all  changes  in 
the  program  which  affect  his  rights  and 
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obligations.  For  example  the  1964 
Amendments  (Pub.  L.  88-665)  provided 
for  cancellation  f<Hr  teaching  service  in 
instltuti<x)s  of  hledier  education.  A  bor> 
rower  graduating  before  the  1964  aca¬ 
demic  ytar  could  not  have  had  this  pro¬ 
vision  In  his  promissory  note.  If  there  is 
no  proof  that  the  Institution  attempted 
to  notify  the  borrower  of  this  retroactive 
benefit  and  If  the  borrower  later  teaches 
In  an  Institution  of  higher  education  and 
makes  timely  payments,  a  refund  would 
be  In  order  if  such  a  refund  is  required 
to  give  the  borrower  the  cancellation 
benefit  which  he  was  previously  errone¬ 
ously  denied. 

General 

Comment.  Several  commenters  ques¬ 
tioned  whether  the  regulations  would  ap¬ 
ply  retroactively  and  expressed  concern 
about  institutional  liability  for  proce¬ 
dures  not  required  by  statute  and  which 
had  not  been  included  in  previous  r^ru- 
lations. 

Response.  The  procedures  for  estab¬ 
lishing  the  effective  date  of  these  regu¬ 
lations  are  set  f(Hth  below.  Prior  to  the 
effective  date  the  institution  remains  re¬ 
sponsible  for  administering  the  program 
in  accordance  with  the  terms  of  the  stat¬ 
ute  and  applicable  previously  published 
regulations.  Any  requirement  in  these 
regulations  which  does  not  appear  in  the 
statute  or  in  previously  published  r^ula- 
tlons  is  not  retroactive. 

B.  Other  changes.  Other  technical  and 
typographical  changes  have  been  made  in 
liie  r^ulation. 

C.  Adoption  of  Regulation.  After  con¬ 
sideration  of  all  comments,  the  Commis¬ 
sioner  hereby  adopts  the  proposed  reg¬ 
ulation  which  was  published  in  the  Fed¬ 
eral  Register  on  October  14,  1975  with 
the  changes  noted  above  as  interim  regu¬ 
lations.  This  regulation  is  set  forth  below. 

2.  The  Supplemental  Educational  Op- 
portimlty  Grant  Program  (SEOGP)  is  a 
program  of  grants  established  at  institu¬ 
tions  of  postsecondary  education  to  assist 
their  students  of  exceptional  financial 
need  who  without  the  grant  would  te 
unable  to  continue  their  education. 

A  student  is  tiiglble  to  apply  for  an 
8EOG  if  he  is  enrolled  as  at  least  a  half¬ 
time  undergraduate  student  in  a  post¬ 
secondary  institution  which  is  participat¬ 
ing  in  the  program.  Graduate  students 
are  not  eligible  for  an  SEOG. 

If  a  student  receives  an  SEOG,  it  can¬ 
not  be  for  less  than  $200  nor  more  than 
$1,500  a  year.  Norm^y,  a  student  may 
receive  an  SEOG  for  no  more  than  four 
years.  However,  the  SEOG  may  be  re¬ 
ceived  for  fivov  years  under  certain 
special  circumstances.  The  total  SEXXl 
award  may  not  exceed  $4,000  for  four 
years  or  $5,000  for  five  years. 

If  a  student  receives  an  SEOG,  the 
institution  must  provide  him  with  addi¬ 
tional  financial  assistance  from  other 
sources  (such  as  a  Basic  Grant,  a  Na¬ 
tional  Direct  Student  Loan,  or  employ¬ 
ment  under  the  College  Woiic-Study 
Program)  in  an  amount  vdiich  is  at  least 
equal  to  the  amount  of  the  SEOG. 

A  student  should  aptdy  for  an  SEOG 
through  the  financial  aid  officer  at  the 


educational  institution  in  whk^  he  is 
enrolled  or  expects  to  be  enrcdled. 

Pursuant  to  the  authority  set  fmth 
in  20  UB.C.  1073b  the  Commissioner  is 
also  adopttog  as  interim  regulatimis  the 
amendments  to  the  Sui^lemental  Educa¬ 
tional  Opportunity  Grant  regulations  set 
forth  below.  These  amendments  change 
provisions  which  are  common  to  two  or 
more  of  the  three  “campus-based”  Fed¬ 
eral  programs  of  student  financial  aid 
(which  are  the  Supplemental  Educatlcmal 
Opportunity  Grant,  College  Work-Study, 
and  National  Direct  Student  Loan  pro¬ 
grams)  in  order  to  standardize  such 
common  provisions.  The  majority  of 
these  changes  are  as  a  result  of  public 
comment  on  the  notices  of  pr<^x)sed  rule 
making  published  oti  October  14, 1975,  for 
the  National  Direct  Student  Loan  and 
College  Work -Study  programs. 

In  view  of  the  fact  that  (1)  the  Na¬ 
tional  Direct  Student  Loan,  Supple¬ 
mental  Educational  Opportunity  Grant, 
and  College  Work-Study  programs  are 
Federal  student  assistance  programs  ad¬ 
ministered  by  institutions  of  higher  edu¬ 
cation,  (2)  that  many  regulatory  pro¬ 
visions  involving  these  three  programs 
are  applicable  to  all  three  programs,  (3) 
that  it  is  in  the  interest  of  the  institu¬ 
tions  and  the  OfiBce  of  Education  that 
these  common  provisions  be  standardized 
and  that  these  provisions  be  identical 
for  each  program  so  that  any  change  in 
the  common  regulatory  provisions  in  one 
program  is  also  made  in  the  other  two, 
(4)  that  changes  being  made  in  these 
common  provisions  are  as  a  result  of  pub¬ 
lic  comment,  and  (5)  that  further  public 
cmnment  on  these  provisions  is  being 
requested,  it  has  been  determined  that 
resort  to  public  participation  in  rule 
making  with  regard  to  these  interim  reg¬ 
ulations  set  forth  below  for  the  Supple¬ 
mental  Educational  Opportunity  Grant 
Program  is  unnecessary  and  contrary  to 
the  public  interest.  (5  U.S.C.  553(b)) 

3.  Effective  date:  Pursuant  to  section 
431(d)  of  the  General  Education  Pro¬ 
visions  Act,  as  amended  (20  U.S.C.  1232 
(d) ) ,  these  regulations  have  been  trans¬ 
mitted  to  the  Cmigress  concurrently  with 
their  publication  in  the  Federal  Register. 
That  section  provides  that  regulations 
subject  thereto  shall  become  effective  (m 
the  forty-fifth  day  following  the  date  of 
such  transmission,  subject  to  the  pro¬ 
visions  therein  concerning  Congressional 
action  and  adjournment. 

(Catalog  of  Federal  Domestic  Assistance  No. 
13.418;  Supplemental  Educational  Opportu¬ 
nity  Orants;  No.  13.471,  National  Direct  Stu¬ 
dent  Loans) 

Dated:  August  13,  1976. 

William  F.  Pierce, 

Acting  U.S.  Commissioner 
of  Education. 

Approved:  November  4,  1976. 

David  Mathews, 

Secretary  of  Health,  Education, 
and  Welfare. 

1.  Part  144  of  Title  45  of  the  Code  of 
Federal  Regulations  is  amended  to  read 
as  follows: 


Subpart  A — General  Provisions 

See. 

144.1  Scope  and  purpose. 

144.3  Definltlone. 

144.3  Apporttomnent  and  reappcsrtionment 

of  Federal  ciq>ital  contributions  to 
States. 

144.4  Allocation,  reaUocation  and  payment 

of  Federal  eiq)ital  contributions  to 
institutions. 

144.5  Institutional  iq)pllcatlons. 

144.6  Funding  criteria. 

144.7  Application  review  and  approval  of 

i^uest. 

144.8  Institutional  agreement. 

144.9  Student  eligibility. 

144.10  Coordination  with  Bureau  of  Indian 

Affairs  grants-ln-ald. 

144.11  Cost  of  ed\icatk>n. 

144.12  Expected  family  contribution. 

144.13  Approved  need  analysis  systems. 

144.14  Coordination  of  student  financial  aid 

programs,  loan  amount  and  over¬ 
award. 

144.15  Disbursement  of  loans. 

144.16  Special  sessions. 

144.17  Administrative  expense. 

144.18  Fiscal  procedures  and  records. 

144.10  Federal  Interest  In  aUocated  funds— 

transfer  of  Loan  Fund. 

144.20  Termination  and  suspension. 

144.21  (Reserved] 

Subpart  B — ^Terms  of  Loans 

144.31  LlmltatlonB  governing  ^  aggregate 

amount  of  loans. 

144.32  Promissory  note-loan  repayment. 

144.33  Minimum  rate  of  repairment  if  the 

borrower  received  both  Defense 
and  Direct  Loans. 

144.34  Deferment  of  repayment. 

144.35  Postponement  of  loan  repayments  in 

anticipation  of  cancellation. 

144.36  Treatment  of  loan  repayments  where 

canceUation,  loan  repayments,  and 
minlm\im  monthly  repayments 
apply. 

Subpart  C — Loan  Collection — Due  Diligence 

144.41  General. 

144.42  Contact  with  the  borrower  prior  to 

repainnent  period. 

144.43  Billing  procedures. 

144.44  Skip  tracing  activities. 

144.45  Collection  and  write-off  procediiree. 

144.46  Other  ccdleetion  006t-4ttlgaticm  costs. 

144.47  Utilization  of  fiscal  agenrt. 

144.48  Use  of  commonly  owned  billing  serv¬ 

ice  and  collection  agency  pro¬ 
hibited. 

144.49  Bankruptcy  of  borrower. 

Subpart  D — Loan  Cancellations 

144.50  [Reserved] 

144.51  Special  definitions. 

144.52  Teacher  cancellation — ^Defense  loans. 
144A3  Teacher  cancellation — Direct  loans. 

144.54  Head  state  cancellation. 

144.55  Military  cancellation. 

144.66  Cancellation  for  death  or  disability. 

144.67  Responsibility  for  determination  of 

cancellation  entitlement. 

144.58  Cancellation  provision  not  retroac¬ 

tive. 

144.59  Reimbursement  by  the  Commissioner 

of  amounts  cancelled. 

Subpart  E— Loans  to  Institutions  for 
“Institutional  Capital  Contributions.” 

144.61  Institutional  loan. 

144.62  Application. 

144.63  Allocation  of  Federal  Institutional 

loans. 

144.64  Federal  institutional  loan  agree¬ 

ments. 

Appendix  A — ^Allotment  of  funds  to  States 
for  fiscal  year  1972. 

AuTHmorr:  Title  IV,  Part  E  of  the  Higher 
Education  Act  of  1965,  as  added  by  section 
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137(b)  of  Public  Law  92-318,  86  Stat.  273  (20 
n.S.C.  1087aar-87ff),  and  Title  n  of  the  Na¬ 
tional  Defense  Education  Act  of  1968  (20 
U.S.C.  421-29),  unless  othM^ise  noted. 

Subpart  A — General  Provisions 
§  144.1  Scope  and  purpose. 

(a)  Title  rv.  Part  E  of  the  Higher  Edu¬ 
cation  Act  of  1965  authorizes  the  Na¬ 
tional  Direct  Student  Loan  Program  for 
the  purpose  of  assisting  in  the  establish¬ 
ment  and  maintenance  of  funds  at  par- 
ticipatmg  institutions  of  higer  educa¬ 
tion  for  the  making  of  low-interest  loans 
to  students  in  need  thereof  to  pursue 
their  courses  of  study  in  such  institutions. 

(b)  The  National  Direct  Student  Loan 
Program  is  and  shall  be  deemed  to  be  a 
continuation  of  the  National  Defense 
Student  Loan  Program  authorized  by 
Title  II  of  the  National  Defense  Educa¬ 
tion  Act  of  1958  (20  U.S.C.  421-429) .  Ex¬ 
cept  as  otherwise  provided  in  this  part 
144,  all  rights,  privileges,  duties,  func¬ 
tions,  and  obligations  imder  such  Title 
n  prior  to  the  enactment  of  the  Educa¬ 
tion  Amendments  of  1972  (Public  Law 
92-318)  shall  be  deemed  to  be  vested 
under  Title  IV,  Part  E  of  the  Higher  Edu¬ 
cation  Act  of  1965.  Any  student  loan 
Fimd  established  imder  an  agreement 
under  such  Title  II  shall,  to  the  extent 
not  otherwise  provided  in  this  part  144, 
be  deemed  to  have  been  established 
under  such  Part  E,  and  any  assets  of 
such  student  loan  Fund  of  any  institu¬ 
tion  shall  be  deemed  to  be  the  assets  of 
a  student  loan  Fund  established  under 
an  agreement  of  that  institution  with 
the  Commissioner  under  such  Part  E. 

(20  U.S.C.  1087aa;  Public  Law  92-318,  section 
137(<i)(l)) 

§  144.2  Definitions. 

For  the  purposes  of  this  part: 

(a)  “Academic  year”  means  a  period 
of  time  generally  of  not  less  than  8 
months  in  which  a  full-time  student 
would  normally  be  expected  to  complete 
the  equivalent  of  two  semesters,  two  tri¬ 
mesters,  three  quarters,  or  900  clock  hours 
of  instruction. 

(b)  “Act”  means  Title  rv — Part  E  of 
the  Higher  Education  Act  of  1965,  as 
amended. 

(c)  “Basic  Educational  Opportunity 
Grants  Program”  means  the  program 
authorized  by  Title  IV-A,  Subpart  1  of 
the  Higher  Education  Act  of  1965,  as 
amended. 

(20  U.S.C.  1070a) 

(d)  “Clock  hour”  means  a  period  of 
time  which  is  the  equivalent  of  (1)  a  50 
to  60  minute  class,  lecture  or  recitation, 
or  (2)  a  50  to  60  minute  faculty  super¬ 
vised  laboratory,  shop  training,  or  in¬ 
ternship. 

(20  U.S.C.  1087aa-ff ) 

(e)  “College  Work-Study  Program”  is 
a  federally  supported  program  of  part- 
time  employment  authorized  by  Title  IV, 
Part  C,  Of  the  Higher  Education  Act  of 
1965. 

(42  U.S.C.  2761-2766) 
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(f)  “Commissioner”  means  the  United 
States  Commissioner  of  ^ucation. 

(20  U.S.C.  1141(b)) 

(g)  “Defense  Loan”  means  a  loan 
made  under  this  part  before  July  1, 1972. 

(h)  “Delinquency  rate”  means  with 
regard  to  loans  made  under  this  part 
the  amount  of  principal  “in  default”  but 
not  “uncollectible”  divided  by  the  amount 
of  principal  paid,  cancelled,  or  past  due, 
but  not  “uncollectible.”  No  loan  currenUy 
in  deferred  status  is  considered  past  due, 
even  if  it  was  past  due  before  the  begin¬ 
ning  of  the  deferment  period. 

(i)  “Dependent  student”  means  any 
student  who  does  not  qualify  as  a  “self- 
supporting  or  independent  student”  as 
defined  in  §  144.2 (dd) . 

(j)  “Direct  Loan”  means  a  loan  made 
under  this  part  after  June  30,  1972. 

(k)  “Expected  family  contribution  of 
a  dependent  student”  means  the  sum 
of  the  amounts  which  reasonably  may 
be  expected  from  the  student  and  his 
spouse  to  meet  the  student’s  cost  of  edu¬ 
cation  as  described  in  §  144.11  and  the 
amoimt  which  reasonably  may  be  ex¬ 
pected  to  be  made  available  to  him  by  his 
parents  for  such  purpose. 

(l)  “Expected  family  contribution  of 
an  independent  or  self-supporting  stu¬ 
dent”  means  the  amount  which  reason¬ 
ably  may  be  expected  from  the  student 
and  his  spouse  to  meet  the  student’s  cost 
of  education  as  described  in  §  144.11. 

(m)  “Federal  capital  contribution” 
means  the  portion  of  a  Fund  deriving 
frwn  Federal  contributions,  or  a  specific 
amount  provided  by  the  Commissioner  to 
augment  such  Fund. 

(n)  “Federal  Institutional  loan” 
means  a  loan  made  by  the  Commissioner 
to  an  institution  to  enable  that  institu¬ 
tion  to  make  an  institutional  capital  con¬ 
tribution  to  its  Fund. 

(20  U.S.C.  1087a£i-ff) 

(o)  “Financial  need”  means  the  dif¬ 
ference  between  a  student’s  cost  of  edu¬ 
cation  and  his  expected  family  contri¬ 
bution. 

(p)  “F\ill-time  student”  means  a  stu¬ 
dent  who  is  carrying  any  combination 
of  coui’ses,  research,  or  special  studies 
which,  according  to  the  standards  and 
practices  of  the  institution  in  which  the 
student  is  enrolled,  is  considered  full¬ 
time  study. 

(20  U.S.C.  1088(c)(2)) 

(q)  “Fund,”  or  “Naticmal  Direct  Stu¬ 
dent  Loan  Fund,”  means  a  Fund  estab¬ 
lished  and  maintained  in  accordance 
with  §  144.8. 

(r)  “(jrood  standing”  means,  with  re¬ 
gard  to  a  student,  that  the  institution 
in  which  the  student  is  enrolled  has  de¬ 
termined  that  (1)  the  student  is  eligible, 
in  accordance  with  its  own  standards  and 
practices  to  continue  in  attendance  at 
the  institution,  and  (2)  the  student  is 
making  measurable  progress  toward  the 
completion  of  his  course  of  study. 

(s)  “Graduate  or  professional  stu¬ 
dent”  means,  in  general,  a  student  who 
is  enrolled  In  an  academic  program  of 
instruction  above  the  college  level  which 


is  provided  at  an  institution  of  higher 
education.  The  term  includes  (1)  that 
portion  of  any  program  involving  a  pe¬ 
riod  of  study  beyond  four  years  of  study 
at  the  college  level,  or  (2)  any  portion 
of  a  program  leading  to  (i)  a  degree  be¬ 
yond  the  bachelor’s  or  first  professional 
degree,  or  (il)  a  first  professional  de¬ 
gree,  \yhen  at  least  three  years  of  study 
at  the  college  level  are  required  for  en¬ 
trance  into  a  program  leading  to  such 
degree. 

(20  U.S.C.  I087aa-ff ) 

(t)  “Half-time  graduate  student” 
means  a  graduate  or  professional  student 
who  is  carrying  any  combhiation  ISf 
courses,  research,  or  special  studies 
which,  according  to  the  standards  and 
practices  of  the  institution  in  which  the 
student  is  enrolled,  is  considered  half¬ 
time  graduate  study. 

(u)  “Half-time  undergraduate  stu¬ 
dent”  means  an  undergraduate  stu¬ 
dent  who  is  carrying  a  half-time 
undergraduate  academic  work  load 
measured  in  terms  of  (1)  the  tuition  and 
fees  customarily  charged  for  such 
half-time  study  by  the  institution  and 
(2)  the  course  work  or  other  re¬ 
quired  activities  as  determined  by  the 
institution  in  which  the  student  is 
enrolled:  provided,  however,  that  such 
course  work  and  activities  amount  to  the 
equivalent  of  a  minimum  of  (i)  6  se¬ 
mester  hours  or  6  quarter  hours  per 
academic  term  for  institutions  utiliz¬ 
ing  semester,  trimester,  or  quarter  hour 
systems;  (ii)  12  semester  hours  or  18 
quarter  hours  per  academic  year  for  in¬ 
stitutions  which  measure  progress  in 
terms  of  credit  hours  but  which  do  not 
utilize  semester,  trimester,  or  quarter 
systems:  or  (iii)  12  clock  hours  per  week 
for  institutions  which  utilize  clock  hours 
to  measure  progress.  All  students  en¬ 
gaged  in  a  program  of  study  by  corre¬ 
spondence  which  is  offered  as  requiring 
at  least  12  hours  of  preparation  a  week 
shall  be  considered  half-time  students 
for  purposes  of  this  part. 

(20  U.S.C.  1088(c)(2)) 

(v)  “In  default”  means  with  regard  to 
a  loan  made  under  this  part  that  (1)  the 
borrower  failed  to  make  an  installment 
payment  when  due,  and  (2)  such  failure 
persisted  (i.e.,  was  not  cured  either  by 
pajment  or  other  appropriate  arrange¬ 
ments)  for  120  days  in  the  case  of  loans 
repayable  in  monthly  installments,  or  for 
180  days  in  the  case  of  loans  repayable 
in  less  frequent  installments. 

(w)  “Institutional  capital  contribu¬ 
tion”  means  the  portion  of  a  Fund  de¬ 
riving  from  institutioil&l  contributions 
or  a  specific  amount  provided  by  the  in¬ 
stitution  to  augment  such  Fund. 

(20  U.S.C.  1087CC) 

(x)  “Institution  of  higher  education” 
means  an  educational  institution  in  any 
State  which  (1)  admits  as  regular  stu¬ 
dents  only  persons  having  a  certificate  of 
graduation  from  a  school  providing  sec¬ 
ondary  education,  or  the  recognized 
equivalent  of  such  a  certificate,  (2)  is  le¬ 
gally  authorized  within  such  State  to  pro- 
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vide  a  program  of  education  beyond  sec- 
ondary  education,  (3>  provides  an  edu¬ 
cational  program  for  which  it  awards  a 
bcu:helor’s  degree  or  provides  not  less 
than  a  two-year  program  which  is  ac¬ 
ceptable  for  full  credit  toward  such  a 
degree.  (4)  Is  a  public  or  other  nonprofit 
institution,  and  (5)  (1)  is  accredited  by  a 
nationally  recognized  accrediting  agency 
or  association,  or  (11)  in  the  case  of  a 
public  institution  offering  postsecondary 
vocational  education,  is  approved  by  a  . 
State  approval  agency  recognized  by  the 
Commissioner  as  a  reliable  authority  as 
to  the  quality  of  public  postsecondary 
vocational  education  in  that  State,  or 
(ill)  is  an  institution  with  respect  to 
which  the  Commissioner  has  determined 
that  there  is  satisfactory  assxirance,  con¬ 
sidering  the  resoiuces  available  to  the  in¬ 
stitution,  the  period  of  time,  if  any,  dur¬ 
ing  which  It  has  operated,  the  effort  It 
is  maJclng  to  meet  accreditation  stand¬ 
ards,  and  the  purpose  for  which  this  de¬ 
termination  is  being  made,  that  the  in¬ 
stitution  will  meet  the  accreditation 
standards  of  such  an  agency  or  associa¬ 
tion  within  a  reasonable  time,  or  (Iv)  is 
an  institution  whose  credits  are  accepted, 
on  transfer,  by  not  less  than  three  in¬ 
stitutions  which  are  so  accredited,  for 
credit  on  the  same  basis  as  if  transferred 
from  an  institution  so  accredited.  Such 
term  also  includes  any  school  which  pro¬ 
vides  not  less  than  a. one-year  program 
of  training  to  prepare  students  for  gain¬ 
ful  emplosmient  in  a  recognized  occupa¬ 
tion  and  which  meets  the  provisions  of 
clauses  (1),  (2),  (4),  and  (5)  of  this 
paragraph.  For  purposes  of  this  part  a 
one-year  program  of  training  means  a 
program  of  study  in  which  a  student  will 
receive  supervised  training  totaling  at 
least  900  clock  hours  of  instruction.  The 
term  “institution  of  higher  education” 
also  Includes  any  proprietary  institution 
of  higher  education,  as  defined  in  i  144.2 
(bb) ,  which  has  an  agreement  with  the 
Commissioner  containing  such  terms  and 
conditions  as  the  Commissioner  deter¬ 
mines  to  be  necessary  to  Insure  that  the 
availability  of  assistance  to  students  at 
the  school  imder  this  part  has  not  re¬ 
sulted,  and  will  not  resxilt,  in  an  increase 
in  the  tuition,  fees,  or  other  charges  to 
such  students. 

(20  UJS.C.  1087-1  (b),  1088(b)  and  1141(a)) 

(y)  “National  of  the  United  States” 
means  (1)  a  citizen  of  the  United  States, 
or  (2)  a  person  who.  though  not  a  citizen 
of  the  United  States,  owes  permanent 
allegiance  to  the  United  States. 

(8  U.S.C.  1101(a)  (22)) 

(z)  “Nonprofit”  as  applied  to  a  school 
or  institution  means  a  school  or  institu¬ 
tion  owned  and  operated  by  one  or  more 
nonprofit  corporations  or  associations  no 
part  of  the  net  earnings  of  which  Inures, 
or  may  lawfully  inure,  to  the  benefit  of 
any  private  shareholder  or  individual. 

(20  U.S.C.  1141(c)) 

(aa)  ‘‘Parent”  means  the  mother  or 
father  of  the  student,  unless  any  other 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  at  the  studmt’s 


support  and  claims  or  is  ellgflOIe  to  claim 
the  student  as  an  exemption  for  Federal 
income  tax  purposes,  in  which  case  such 
person  shall  be  considered  a  parent. 

(20  US.C.  1087aa-ff) 

(bb)  “Proprietary  institution  of  higher 
education”  means  a  school  (1)  which 
provides  not  less  than  a  six-month  pro¬ 
gram  of  training  to  prepare  students  for 
gainful  employment  in  a  recognized  oc¬ 
cupation,  (2)  which  admits  as  regular 
students  only  persons  having  a  certifi¬ 
cate  of  graduation  from  a  school  provid¬ 
ing  secondary  education  or  the  recog¬ 
nized  equivalent  of  such  a  certificate, 
(3)  which  is  legally  authorized  by  the 
State  in  which  it  is  located  to  provide  a 
program  of  education  beyond  secondary 
education,  (4)  which  is  accredited  by  a 
nationally  recognized  accrediting  agency 
or  association  approved  by  the  Commis¬ 
sioner  for  this  purpose.  (5)  which  is  not 
a  public  or  other  nonprofit  institution, 
and  (6)  which  has  been  in  existence  for 
at  least  two  years.  For  purposes  of  this 
part  a  six-month  program  of  training 
means  a  program  of  study,  which  does 
not  include  study  by  correspondence,  in 
which  a  student  will  receive  supervised 
training  totaling  at  least  600  clock  hours 
of  instruction,  or,  in  the  case  of  a  pro¬ 
gram  offered  by  correspondence,  a  pro¬ 
gram  of  study  requiring  at  least  600 
horns  of  preparation. 

(20U.S.C.  1088(b)  (3)) 

(cc)  “Public”  means  under  public  ad¬ 
ministrative  control  and  direction. 

(20  TTJ5.C.  1087aa-ff) 

(dd)  “Self-supporting  or  Independent 
Student”  means  a  student  who  is  either 
(1)  a  veteran  as  defined  in  §  144.2(hh) 
or  (2)  a  student  who: 

(i)  Has  not  and  will  not  be  claimed  as 
an  exemption  for  Federal  Income  tax 
purposes  by  any  person  except  his  or  her 
spouse  for  the  calendar  year(s)  in  which 
aid  is  received  and  the  calendar  year 
prior  to  the  academic  year  for  which  aid 
is  requested; 

(ii)  Has  not  received  and  will  not  re¬ 
ceive  financial  assistance  of  more  than 
$600  from  his  or  her  parent(s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the 
academic  year  for  which  aid  is  requested; 
and 

(iii)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
hmne  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

For  purposes  of  this  paragraph,  a  stu¬ 
dent  will  not  be  considered  to  have  been 
claimed  as  an  exemption  by  a  parent,  or 
to  have  received  $600  frmn  a  parent,  or 
to  have  lived  with  a  parent  if  that  parent 
has  died  prior  to  the  student’s  submis¬ 
sion  of  an  application  for  a  loan. 

(20  U.S.C.  1087aa-ff;  20  UJ5.C.  1087dd(e) ) 

(ee)  “State”  means,  in  addition  to  the 
several  States  of  the  Union,  the  District 
of  Columbia,  the  Commonwealth  of 
Puerto  Rico,  Guam,  American  Samoa, 


the  Trust  Territory  of  the  Pacific 
Islands,  and  the  Virgin  Xslands. 

(20  U£.C.  1141(b);  20  U.S.C.  1088(a)) 

(ff)  “Supplemental  Educatitmal  Op- 
p<»tunity  Grant  Program”  means  a 
grant  program  for  students  with  excep¬ 
tional  financial  need  authorized  by  Title 
IV-A-2  of  the  Higher  Education  Act  of 
1965. 

(20  U.S.C.  1070b  et  seq.) 

(g^)  “Uncollectible,”  with  regard  to 
a  loan  made  under  this  part,  means  a 
loan  which  is  “in  default”  for  two  years 
or  more  despite  the  institution’s  exercise 
of  due  diligence.  Fm:  loans  which  become 
past  due  after  the  effective  date  of  this 
regulation,  “due  diligence”  means  that 
the  institution  has  imdertaken  all  the 
steps  set  forth  in  Sulq^art  C  of  this  part. 

(hh)  “Veteran”  means  a  person  who 
served  in  the  active  military,  naval,  or 
air  service  at  the  United  States,  and  who 
was  discharged  or  released  therefrom 
imder  conditions  other  than  dishonor¬ 
able. 

(38  UJS.C.  101(2)) 

(20  U.S.C.  1087aa-ff  unless  otherwise  noted) 

§  144.3  Apportionment  and  reappor¬ 
tionment  of  Federal  capital  contri¬ 
butions  to  States. 

(a)  Apportionment.  (1)  Frmn  90  per¬ 
cent  of  the  sums  appropriated  for  Federal 
capital  contributions  pursuant  to  section 
461(b)  (1)  of  the  Act  for  any  fiscal  year, 
the  Commissioner  will  apportion  to  each 
State  an  amount  which  bears  the  same 
ratio  to  the  total  amount  so  iqipropriated 
as  the  number  of  persons  enrolled  on  a 
full-time  basis  in  institutions  of  higher 
education  in  such  State,  as  determined 
by  the  Commissioner  for  the  most  recent 
year  for  which  satisfactory  data  are 
available  to  him,  bears  to  the  total  num¬ 
ber  of  such  persons  so  enrolled  in  all  the 
States.  If  the  amount  so  apportioned  to 
any  State  is  less  than  its  allotment  imder 
section  202(a)  of  the  National  Defense 
Education  Act  of  1958  for  fiscal  year 
1972,  additional  sums  shall  then  be  ap¬ 
portioned  to  each  cuch  State  from  the 
remaining  10  percent  of  the  sums  iq)pro- 
priated  pursuant  to  section  461(b)  (1)  to 
make  its  apportionment  for  such  year 
equal  to  its  allotment  for  fiscal  year  1972 
under  sectiim  202(a).  (The  table  set 
forth  as  Appendix  A  to  this  part  indi¬ 
cates  the  amounts  apportioned  to  each 
State  under  section  202(a)  for  the  fiscal 
year  ending  June  30.  1972.)  In  the  event 
that  the  funds  available  are  insufQcient 
to  meet  that  level,  the  Commissioner  will 
instead  apportion  the  remaining  10  per¬ 
cent  of  the  sums  appropriated  so  that  no 
State  will  receive  less  than  a  uniform 
minimum  percentage  of  its  fiscal  year 
1972  allotment  under  section  202(a). 

(2)  The  Cmnmlssioner  win  apportion 
any  sums  remaining  after  the  apportion¬ 
ment  of  funds  under  subpcuragraph  (1) 
of  paragraph  (a)  of  this  section  to  those 
States  which  received  the  lowest  percent¬ 
age  of  iqpproved  requests  for  Federal 
capital  contributions  as  a  result  of  the 
apportionment  under  subparagnq;>h  (1) 
of  paragrai^  (a)  of  this  section,  so  that 
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no  State  will  receive  less  than  a  uniform 
minimum  percentage  of  its  total  ap¬ 
proved  requests  for  Federal  capital  con¬ 
tributions. 

(b)  Reapportionment.  If  the  amount 
of  an  aiH>ortionment  to  a  State  under 
paragraph  (a)  of  this  section  exceeds 
the  total  amount  of  approved  requests 
for  Federal  cf4>ital  contributions  of  In¬ 
stitutions  of  higher  education  in  that 
State,  such  excess  shall  be  available  for 
reapportionment  from  time  to  time  on 
such  date  or  dates  as  the  Commissioner 
shall  fix.  From  the  aggregate  of  such 
excess  for  any  fiscal  year,  the  Commis¬ 
sioner  will  reapportion  to  each  State  in 
which  the  total  approved  requests  for 
Federal  capital  contributions  of  institu¬ 
tions  of  higher  education  in  that  State 
exceeded  the  amount  of  fluids  appor¬ 
tioned  to  that  State  an  amount  which 
bears  the  same  ratio  to  such  aggregate 
as  the  total  amount  of  such  shortfall  in 
that  State  bears  to  the  total  amount  of 
such  shortfalls  in  all  the  States. 

(20  U.S.C.  1087bb) 

§  144.4  .41iocation,  reallocation  and  pay¬ 
ment  of  Federal  capital  contribu¬ 
tions  to  institutions. 

(a)  Allocation  of  funds  to  institutions. 

(1)  Subject  to  the  provisions  of  sub- 
paragrachs  (2)  and  (3)  of  this  para¬ 
graph,  when  funds  available  for  distribu¬ 
tion  among  the  institutions  within  a 
State  for  Federal  capital  contributions 
are  not  sufficient  to  honor  all  approved 
requests  of  institutions  within  such  State, 
such  sums  as  are  available  will  be  dis¬ 
tributed  on  a  pro  rata  basis  among  all  in¬ 
stitutional  applicants  in  the  State  in  the 
same  ratio  that  the  total  funds  available 
for  the  State,  including  both  apportion¬ 
ments  and  reapportionments,  bears  to 
the  total  approved  requests  for  that 
State. 

(2)  If  the  amount  of  the  institutional 
capital  contribution  is  less  than  the 
amount  required  under  §  144.8(b)  (2)  to 
match  the  Federal  capital  contribution 
which  the  institution  will  receive  in  ac¬ 
cordance  with  subparagraph  (1)  of  this 
paragraph,  then  the  amount  of  the  Fed¬ 
eral  capital  contribution  which  would 
have  been  awarded  under  subparagraph 
(1)  of  this  paragraph  shall  be  reduced 
to  an  amount  equal  to  not  more  than 
nine  times  the  amount  of  institutional 
capital  contribution  that  the  institution 
is  able  to  contribute  to  its  Fund. 

(3)  Notwithstanding  the  provisions  of 
subparagraph  (1)  of  this  paragraph, 
amounts  which  would  otherwise  be 
granted  to  proprietary  institutions  of 
higher  education  for  any  fiscal  year  shall 

.  be  proportionately  reduced  to  toe  extent 
necessary  to  produce  an  aggregate  of 
such  amounts  which  does  not  exceed  toe 
amount  by  which  sums  appropriated  pur¬ 
suant  to  section  461(b)  (1)  of  the  Higher 
Education  Act  of  1965  for  such  fiscal  year 
exceeds  $190,000,000. 

(b)  Reallocation.  If  an  institution  fails 
to  accept  all  of  the  Federal  capital  con¬ 
tribution  that  has  been  granted  to  it,  or 
if  it  projects  that  it  will  not  use  a  portion 
of  its  allocation  by  the  end  of  toe  period 
for  which  such  funds  were  made  avail¬ 


able,  the  amount  not  accepted  or  used 
shall  be  restored  as  part  of  toe  appor¬ 
tionment  of  the  State  in  which  such  in¬ 
stitution  is  located.  When  the  aggregate 
of  funds  thus  restored  to  a  State’s  appor¬ 
tionment  becomes  sufficient  to  increase 
significantly  toe  amount  of  toe  Federal 
capital  contributitHis  that  can  be 
awarded  to  other  institutions  within  the 
State,  such  funds  shall  be  granted  to  such 
other  institutions  in  accordance  with 
subparagraph  (1)  of  paragraph  (a)  of 
this  section. 

(c)  Payment.  Payment  of  toe  Federal 
capital  contribution  will  be  made  in  such 
installments  as  toe  Commissioner  deter¬ 
mines  will  not  result  in  unnecessary  ac¬ 
cumulations  of  capital  in  the  student 
loan  Fund  of  toe  applicant. 

(20  u  s  e.  1087bb> 

§  144.5  In!«titutioiial  applications. 

(a)  An  institution  that  wishes  to  par¬ 
ticipate  in  toe  National  Direct  Student 
Loan  Program  shall  file  an  application 
with  toe  Commissioner  before  the  closing 
date  for  such  applications  established 
annually  by  the  Commissioner.  Such  ap¬ 
plication  shall  contain  toe  following  in¬ 
formation.  except  as  provided  in  para¬ 
graph  (c)  of  this  section,  and  shall  be  in 
such  form  and  contain  such  other  infor¬ 
mation  as  the  Commissioner  may  from 
time  to  time  prescribe: 

( 1  >  The  institution’s  requests  for  Fed¬ 
eral  student  financial  aid  funds  under 
this  part,  the  College  Work-Study  Pro¬ 
gram,  the  Supplemental  Educational  Op¬ 
portunity  Grants  Program,  and  its  an¬ 
ticipated  disbursements  under  toe  Basic 
Educational  Opportunity  Grants  Pro¬ 
gram: 

(2)  The  institution’s  anticipated  en¬ 
rollment  for  the  forthcoming  academic 
year; 

(3)  The  anticipated  number  of  en¬ 
rolled  students  eligible  for  loans ; 

(4)  The  institution’s  average  cost  of 
education,  including  a  justification  of 
any  annual  per  student  costs  in  excess  of 
$175  for  books  or  $450  for  personal  ex¬ 
penses  for  an  academic  year; 

(5)  An  estimate  of  toe  average  amount 
which  reasonably  may  be  expected  to  be 
made  available  by  toe  parents  of  stu¬ 
dents  at  the  institution  who  are  ex¬ 
pected  to  be  eligible  for  such  loans; 

(6)  The  anticipated  average  loan; 

(7)  The  amount  of  financial  assist¬ 
ance  awarded  by  the  institution  from  its 
own  scholarship  and  student  aid  pro¬ 
grams  for  the  most  recent  academic 
year  for  which  information  is  available; 

(8)  The  anticipated  amount  of  other 
financial  assistance  available  to  students 
with  financial  need  at  the  institution, 
such  as  State  scholarships.  Veteran’s 
Benefits,  and  off-campus  employment; 

(9)  The  amount  of  cash  carryover  in 
the  Fund  available  for  relending ; 

(10)  The  qualifications  of  toe  profes¬ 
sional  personnel  who  will  be  administer¬ 
ing  the  National  Direct  Student  Loan 
Program  including  their  ability  to  con¬ 
duct  a  vigorous  and  effective  collection 
effort; 

(11)  The  institution’s  loan  “delin¬ 
quency  rate.’’  If  this  rate  exceeds  10%, 


an  institution  shall  provide  an  explana¬ 
tion  as  to  why  this  rate  exceeds  10%; 

(12)  The  total  amount  of  collections 
and  other  income  of  the  Fund  received 
by  toe  institution  during  toe  fiscal  year 
and  the  total  amount  of  such  collections 
and  other  income  received  too  late  to  re¬ 
lend;  if  toe  total  amount  received  too 
late  for  relending  exceeds  25%  of  toe 
total  amount  received  during  toe  fiscal 
year,  the  reason  why  this  percentage  ex¬ 
ceeds  25%; 

(13)  The  average  unmet  need  per  stu¬ 
dent;  if  the  average  amount  of  unmet 
need  exceeds  $200,  the  reason  why  this 
figure  exceeds  $200; 

(14)  Whether  the  institution  intends 
to  apply  for  Federal  institutional  loans 
pursuant  to  subpart  E  of  this  part;  and 

(15)  The  amount  of  funds  the  institu¬ 
tion  has  available  to  use  as  its  institu¬ 
tional  capital  contribution  and  the  ex¬ 
tent,  if  any,  that  such  amount  consists 
of  an  anticipated  Federal  institutional 
loan  under  subpart  E  of  this  part. 

(b)  The  application  shall  be  signed  by 
the  official  authorized  to  submit  the  ap¬ 
plication  and  by  the  institution’s  Direc¬ 
tor  of  Student  Financial  Aid,  and  shall 
contain  the  name  of  the  individqal  or 
official  who  shall  be  responsible  for  the 
receipt,  custody,  and  disbursement  of 
Federal  funds. 

(c)  An  institution  may  file  an  applica¬ 
tion  omitting  the  information  required 
by  subparagraphs  (4) ,  (5) ,  (8) ,  and  (13) 
of  paragraph  (a)  if  (i)  it  has  received 
an  allocation  under  this  part  for  toe  two 
academic  years  prior  to  the  academic 
year  for  which  assistance  is  requested, 
(ii)  it  is  requesting  not  more  than  110% 
of  its  approved  request  for  the  academic 
year  prior  to  the  academic  year  for  which 
assistance  is  requested,  and  (iii)  it  has 
filed  an  application  containing  the  in¬ 
formation  required  by  subparagraphs 
(a)  (4),  (5),  (8),  and  (13)  for  one  of 
the  three  preceding  academic  years.  (20 
U.S.C.  1087bb) 

§  144.6  Funding  criteria. 

An  institution’s  request  for  funds  un¬ 
der  this  part  will  be  reviewed  in  accord¬ 
ance  with  toe  following  criteria; 

(a)  The  reasonableness  of  toe  institu¬ 
tion’s  total  request  for  Federal  student 
financial  aid  funds  under  this  part  (1) 
in  light  of  its  requests  under  toe  College 
Work-Study  Program  and  the  Supple¬ 
mental  Educational  Opportunity  Grants 
Program,  and  (2)  in  relation  to  toe  in¬ 
stitution’s  anticipated  enrollment,  its 
average  cost  of  education,  and  toe  aver¬ 
age  expected  family  contribution  of  its 
students  eligible  under  those  programs; 

(b)  The  reasonableness  of  the  institu¬ 
tion’s  projections  of  its  anticipated  en¬ 
rollment  and  of  its  average  cost  of  edu¬ 
cation  and  toe  average  expected  family 
contribution  of  its  students  eligible  under 
those  programs; 

(c)  The  reasonableness  of  the  antici¬ 
pated  number  of  students  eligible  for 
loans,  in  view  of  the  institution’s  antici¬ 
pated  enrollment; 

(d)  Ihe  reasonableness  of  the  amount 
of  toe  average  loan  anticipated  in  rela¬ 
tion  to  toe  average  need  per  student  at 
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the  institution,  after  taking  into  account 
other  available  student  financial  aid  re¬ 
sources; 

(e)  The  extent  to  which  the  institution 
has  effectively  utilized  Federal  financial 
aid  funds  allocated  in  previous  years; 

(f)  The  amount  of  cash  carryover  in 
the  f\uid  available  for  relending; 

(g)  The  adequacy  of  explanations  pro¬ 
vided  by  the  institution  pursuant  to 
S  144.5(a)  (4),  (11),  (12).  or  (13),  and 

(h)  The  extent  to  which  the  institu¬ 
tion  has  effectively  administered  or  made 
provision  for  the  effective  administration 
of  the  program,  including  the  extent  to 
which  it  has  made  a  vigorous  and  effec¬ 
tive  effort  on  collection  of  loans,  and  the 
extent  to  which  it  has  effectively  coordi¬ 
nated  this  program  with  Institutional 
and  other  programs  of  student  financial 
aid.  In  making  this  evaluation,  consid¬ 
eration  will  be  given  to  the  adequacy  of 
the  qualifications  and  experience  of  the 
perscmnel  designated  by  the  institution 
to  administer  the  program. 

(20  UJS.C.  lOSTbb) 

§  144.7  Application  review  and  approv* 
al  of  request. 

(a)  (1)  The  Commissioner  will  con¬ 
vene  panels  of  qualified  persons  in  each 
of  the  regions  served  by  regional  offices 
of  the  Office  of  Education,  to  review  ap¬ 
plications  submitted  under  this  part  by 
institutions  situated  in  those  regions. 
The  review  panel  shall  evaluate  each 
Institution’s  request  for  funds  in  accord¬ 
ance  with  the  criteria  set  forth  in  S  144.6 
and  shall  recommend  an  amount  which 
it  deems  appropriate. 

(2)  No  panelist  shall  participate  in 
the  consideration  of  any  application  from 
his  own  institution  or  any  application 
from  any  other  Institution  which  he  has 
prepared  or  assisted  in  preparing  or  in 
which  he  has  any  personal  or  financial 
interest. 

(b)  Institutions  which  file  applica¬ 
tions  for  ftmding  under  this  part  will  be 
notified  of  the  amoimt  recommended  by 
the  review  panel  pursuant  to  paragraph 

(a)  of  this  section.  If  the  amount  recom¬ 
mended  is  less  than  the  institution’s  re¬ 
quest,  the  reasons  for  such  a  reduction 
will  be  forwarded  to  the  institution.  The 
institution  shall  notify  the  regional  office 
of  the  Office  of  Education  serving  the 
area  in  which  the  Institution  is  located 
of  any  arithmetic  or  other  technical  er¬ 
rors  with  regard  to  the  panel  recom¬ 
mendation.  ’The  regional  office  will  ad¬ 
just  the  recommendation  to  correct  such 
errors. 

(c)  If  an  institution  wishes  to  request 
a  review  of  the  panel’s  recommendation 
for  other  than  arithmetic  and  technical 
errors,  it  shall  submit  a  written  request 
for  such  review  to  the  regional  office  of 
the  Office  of  Education  serving  the  area 
in  which  the  institution  is  located  within 
such  time  as  may  be  specified  by  the 
Commissioner.  ’The  request  for  review 
may  include  additional  information 
relevant  to  the  recommendation.  The  re¬ 
gional  office  will  review  such  a  request 
and  will  notify  the  institution  in  writing 
of  its  decision  and  the  reasons  therefor. 


(d)  (1)  If  an  institution  wishes  a  re¬ 
view  of  the  regional  office  recommenda¬ 
tion  made  pursuant  to  paragraph  (c) 
of  this  section,  it  may  request  a  review  by 
a  national  review  panel.  Such  a  na¬ 
tional  review  panel  shall  consist  of  in¬ 
stitutional  student  financial  aid  officers 
from  each  of  the  regions  served  by  the 
Office  of  Education  and  personnel  of  the 
Office  of  Education. 

(2)  A  request  for  national  review  shall 
be  submitt^  in  writing  by  the  institu¬ 
tion  to  the  regional  office  of  the  Office 
of  Education  serving  the  area  in  which 
the  institution  is  located  within  such  time 
as  may  be  specified  by  the  Commissioner. 
However,  no  additional  information  be¬ 
yond  that  given  to  the  regional  office  by 
the  institution  pursuant  to  paragraph 
(c)  of  this  section  will  be  considered. 

(3)  ’The  national  review  panel  will  re¬ 
view  such  request  and  notify  the  insti¬ 
tution  and  the  Commissioner  of  its  rec¬ 
ommendation  and  the  reasons  therefor. 

(e)  The  Commissioner  will  establish 
an  approved  level  of  fimdlng  (approved 
request)  for  each  applicant  institution 
taking  into  consideration  the  rec(Hnmen- 
datlon  of  the  relevant  panel  or  regional 
office. 

(20  U.S.C.  1087bb) 

%  144.8  Institutional  agreement. 

An  institution  of  higher  education 
which  desires  to  participate  in  the  Na¬ 
tional  Direct  Student  Loan  Program  shall 
enter  into  an  agreement  with  the  Com¬ 
missioner  for  that  purpose.  Such  agree¬ 
ment  ^all; 

(a)  Pro^de  for  the  establishment  and 
maintenance  of  a  Student  Loan  Fund 
(Fund)  by  the  institution: 

(b)  Provide  for  the  depo.sit  in  the 
Fund  of : 

(1)  Federal  capital  contributions; 

(2)  A  capital  contribution  by  the  in¬ 
stitution  in  an  amount  equal  to  not  less 
than  one-ninth  of  the  amount  of  the 
Federal  contribution  (institutional  capi¬ 
tal  contribution) ; 

(3)  Collections  of  principal  and  inter¬ 
est  on  student  loans  made  from  the 
Fund; 

(4)  Payments  to  the  institution  by  the 
Commissioner  pursuant  to  section  466(b) 
of  the  Act  as  a  result  of  cancellations  on 
Direct  Loans; 

(5)  Penalty  charges  collected  pursu¬ 
ant  to  §  144.32(f) :  and 

(6)  Any  other  earnings  of  the  Fund; 

(c)  Provide  that  the  Fund  be  used 
only  for: 

(1)  Loans  to  students  in  accordance 
with  the  agreement; 

(2)  Payments  to  the  institution  in  lieu 
of  reimbursement  for  administrative  ex¬ 
penses  in  the  amount  provided  for  in 
S  144.17; 

(3)  Capital  distributions  as  provided 
in  section  466  of  the  Act; 

(4)  Costs  of  litigation;  and 

(5)  Other  collection  costs  agreed  to  by 
the  Commissioner  in  connection  with  the 
collection  of  principal,  interest,  and  pen¬ 
ally  charges,  if  any.  on  a  loan  made  from 
the  Fund.  Such  ‘^ther  collection  costs” 
are  described  in  §  144.46  but  do  not 


include  costs  of  employing  individual 
contractors  or  agents  to  handle  collection 
duties  that  reasonably  may  be  expected 
to  be  performed  by  lending  institution’s 
own  personnel  as  part  of  the  routine 
administration  of  this  program. 

(d)  Provide  that  where  a  note  or  writ¬ 
ten  agreement  evidencing  a  loan  has  been 
in  default  (as  defined  in  S  144.2  (v))  for 
at  least  two  years  despite  due  diligence 
on  the  part  of  the  institution  in  making 
collection  thereon  as  provided  in  Subpart 
C  of  this  part,  the  institution  may  assign 
its  rights  imder  such  note  or  agreement 
to  the  United  States,  without  recom¬ 
pense,  and  that  in  that  event  any  siuns 
collected  on  such  a  loan  shall  be  de¬ 
posited  in  the  general  Fund  of  the 
’Treasury; 

(e)  Provide  that  the  institution  shall 
submit  a  report  to  the  Commissioner,  on 
at  least  a  semi-annual  basis.  Indicating 
the  total  number  of  loans  made  from  its 
fund  which  sure  in  default; 

(f)  Provide  that  the  institution  shall 

make  loans  from  the  Fund  reasonably 
available  (to  the  extent  of  the  available 
funds  in  such  Fimd)  to  all  eligible  stu¬ 
dents  in  the  institution  in  need  thereof; 
and  _ 

(g)  Contain  such  other  provisions  as 
the  Conmussloner  finds  necessary,  in 
light  of  special  and  imusual  circum¬ 
stances,  to  protect  the  financial  interest 
of  the  United  States  and  to  promote  the 
purposes  of  this  part. 

(20  U.S.C.  427,  lOSTbb,  1087cc) 

§  144.9  Student  eligibility. 

(a)  Generai.  A  student  is  eligible  for 
a  loan  under  this  part  if  such  student: 

(1)  Is  a  national  of  the  United  States, 
is  in  the  United  States  for  other  than  a 
temporary  purpose  and  Intends  to  be¬ 
come  a  permanent  resident  thereof,  or  is 
a  permanent  resident  of  ^e  Trust  Terri¬ 
tory  of  the  Pacific  Islands; 

(2)  Is  in  need  of  the  amount  of  the 
loan  to  pursue  a  course  of  study  at  an 
eligible  institution; 

(3)  Is  capable,  in  the  opinion  of  the 
institution,  of  maintaining  good  stand¬ 
ing  in  such  course  of  study ;  and 

(4)  Has  been  accepted  for  enrollment 
as'  at  least  a  half-time  imdergraduate, 
graduate,  or  professional  student  in  such 
institution  or,  in  the  case  of  a  student 
already  attending  such  institution,  is  in 
good  standing  and  is  enrolled  as  at  least 
a  half-time  undergraduate,  graduate,  or 
professional  student  in  such  institution. 
In  any  case  in  which  a  student  who  has 
been  determined  to  be  eligible  for  a  loan 
and  thereafter  fails  to  maintain  good 
standing,  the  eligibility  of  such  student 
shall  be  suspended,  and  no  loan  pasmients 
to,  or  on  behalf  of,  such  student  shall  be 
made  imtil  he  regains  good  standing. 

(b)  Programs  of  study  abroad.  A  stu¬ 
dent  participating  in  a  program  of  study 
abroad  will  be  considered  to  be  enrolled 
in  his  “home”  institution  if  (1)  the  pro¬ 
gram  of  study  abroad  is  arranged  or  ap¬ 
proved  in  advance  by  the  home  institu¬ 
tion  and  (2)  the  student’s  academic  per¬ 
formance  during  the  program  of  study 
abroad  becomes  a  part  of  his  permanent 
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academic  record  at  the  home  institution 
in  the  same  manner  as  if  performed  at 
that  institution. 

(c)  Need.  For  purposes  of  paragrai^ 

(a)  (2)  of  this  section  a  student  shall  be 
considered  in  need  if  his  cost  of  educa¬ 
tion  at  the  institution  at  which  he  is 
enrolled  or  accepted  for  enrollment  ex¬ 
ceeds  his  expected  family  contribution  as 
determined  pursuant  to  §  144.12. 

(d)  Religious  communities.  For  pur¬ 
poses  of  paragraph  (a)  (2)  of  this  section 
a  member  of  a  religious  community,  so¬ 
ciety,  or  order  who  by  direction  of  his  or 
her  community,  society  or  order  is  pur¬ 
suing  a  course  of  study  in  an  institution 
of  higher  education  or  who  receives  sup¬ 
port  and  maintenance  from  the  commu¬ 
nity,  society,  or  order  shall  be  deemed  not 
to  have  financial  need. 

(e)  Selection.  Loans  made  imder  this 
psirt  shall  be  made  reasonably  available 
to  all  eligible  student  applicants  except 
that  no  loan  may  be  made  under  this 
part  to  any  student  who  indicates  an  un¬ 
willingness  to  repay  that  loan.  In  the 
event  applications  for  loans  exceed  avail¬ 
able  funds,  the  order  of  selection  shall 
be  made  on  the  basis  of  need.  The  insti¬ 
tution  shall  establish  procedures  for  se¬ 
lecting  among  eligible  students  and  such 
procedures  shall  be  (1)  set  forth  in  writ¬ 
ing,  (2)  available  for  public  inspection, 
and  (3)  maintained  in  the  files  of  the  in¬ 
stitution’s  office  which  selects  students 
as  loan  recipients. 

(20  U.S.C.  1087dd) 

(f)  Affidavit  of  educational  purpose. 
No  loan  may  be  made  under  this  part 
unless  the  student  to  whom  it  is  made 
has  filed  with  the  institution  of  higher 
education  which  he  intends  to  attend, 
or  is  attending,  an  affidavit  on  a  form 
approved  by  the  Commissioner  stating 
that  the  money  attributable  to  such  loan 
will  be  used  solely  for  expenses  related 
to  attendance  or  continued  attendance 
at  such  institution.  The  student  must 
sign  the  affidavit  in  the  presence  of  a 
notary  or  other  person  who  is  legally 
authorized  to  administer  oaths  or  affir¬ 
mations  and  who  does  not  take  part  in 
the  recruiting  of  students  for  enrollment 
at  such  institution.  The  notary  or  other 
person  must  enter  his  signature  and,  as 
applicable,  his  seal  or  stamp  on  the 
affidavit  form. 

(20  U.S.C.  1088g) 

(20  U.S.C.  i087dd) 

§  144.10  Coordination  >vith  Bureau  of 
Indian  Affairs  grants-in>aid. 

(a)  In  determining  the  amount,  if  any, 
of  a  loan  to  be  made  to  a  student  who  is 
eligible  for  such  a  loan  and,  in  addition, 
is  eligible  for  an  educational  grant-in- 
aid  under  a  program  administered  by  the 
Bureau  of  Indian  Affairs  (BIA),  the  in¬ 
stitution  shall  observe  the  following 
practice:  » 

(1)  A  “package”  of  student  assistance 
will  be  prepared  in  accordance  with 
§  144.14  for  each  such  student  from  re¬ 
sources  other*than  BIA  grants-in-ald.  In 
preparing  such  a  package,  the  institution 


shall  not  take  into  consideration  any  BIA 
grant-in-aid  which  the  student  has  re¬ 
ceived  or  is  expected  to  receive  and  such 
package  shall  be  consistent,  as  to  the 
types  and  amounts  of  the  respective 
awards  included  therein,  with  packages 
prepared  for  students  who  are  not  eligible 
for  BIA  grants-in-aid,  who  have  similar 
levels  of  financial  need  and  who  are 
similar  with  resp>ect  to  any  other  general 
characteristics  used  by  the  institution  in 
preparing  such  packages. 

(2)  The  amount  of  any  BIA  grant-ln- 
ald,  whether  received  by  the  student  prior 
to  the  preparation  of  the  package  de¬ 
scribed  in  paragrai^  (a)  of  this  section 
or  subsequent  thereto,  shall  be  supple¬ 
mentary  to  the  package  of  aid  from  other 
resources,  and  no  adjustment  shall  be 
made  to  such  package  so  long  as  the 
total  of  such  package  and  the  BIA  grant- 
in-aid  does  not  exceed  the  institution’s 
determination  of  the  student’s  need  (i.e., 
the  difference  between  the  student’s  cost 
of  education  at  the  institution  and  his 
expected  family  contribution). 

(3)  If  the  total  amount  of  the  BIA 
grant-in-aid,  when  combined  with  the 
package  of  other  assistance  prepared  in 
accordance  with  paragraph  (a)  of  this 
section  exceeds  the  institution’s  determi¬ 
nation  of  the  student’s  need,  the  amount 
of  such  excess  only  shall  be  deducted 
from  the  package  of  other  assistance. 
Except  as  provided  for  in  paragraidi 
(a)  (4)  of  this  section,  such  deduction 
shall  be  done  in  sequence,  so  that  such 
excess  is  first  deducted  from  any  awards, 
or  proposed  awards,  in  the  form  of  loans; 
if  an  excess  still  remains  after  all  such 
loan  awards  have  been  adjusted,  deduc¬ 
tions  shall  next  be  made  fix»n  any 
awards,  or  proposed  awards,  in  the  form 
of  work -study;  if  an  excess  still  remains 
after  all  such  work-study  awards  have 
been  adjusted,  deductions  shall  be  made 
from  any  award,  or  proposed  award,  in 
the  form  of  a  grant,  other  than  a  grant 
under  the  Basic  Educatlcmal  Opportu¬ 
nity  Grants  Program, 

(4)  If  requested  by  an  eligible  recipi¬ 
ent,  the  sequence  of  deductions  provided 
in  subparagraph  (3)  of  this  paragrajdi 
may  altered  if  such  an  alteration 
more  adequately  meets  the  need  of  that 
student. 

(b)  In  determining  the  amount  of 
financial  need  of  students  eligible  for 
BIA  grants-ln-ald,  the  institution’s  stu¬ 
dent  financial  aid  officer  is  ehcouraged  to 
consult  with  BIA  area  officials  who  are 
responsible  for  administering  BIA  post¬ 
secondary  financial  assistance  programs 
and  are  familiar  with  the  individual  fi¬ 
nancial  circumstances  of  such  students. 
(20  U.S.C.  1087dd) 

§  144.1 1  Cost  of  education. 

(a)  ’The  amount  required  to  enable  a 
student  to  pursue  his  education  at  an 
institution  of  higher  education  Includes 
amotmts  charged  for  tuition  and  fees, 
the  amounts  charged  by  the  institution 
or  the  expenses  reasonably  incurred  for 
room  and  board,  books,  supplies,  trans¬ 
portation,  and  miscellaneous  personal  ex¬ 
penses,  and  expenses  related  to  mainte¬ 


nance  of  a  student’s  dependents,  (b)  In 
the  case  of  a  student  engaged  In  a  pro¬ 
gram  of  study  by  correspondence  only  his 
costs  of  tuition  and  fees  shall  be  recog¬ 
nized  as  a  cost  of  education  for  the  pm- 
pose  of  this  part;  provided,  however,  that 
travel  and  room  and  board  costs  inciurred 
specifically  in  ftUfillment  of  a  required 
period  of  residential  training  may  be  con¬ 
sidered  a  cost  of  educati(m  for  such  a 
student,  (c)  If  a  student  is  enrolled  in  a 
program  of  study  outside  the  United 
States  which  has  been  determined  to,  be 
an  eligible  program  pursuant  to  §  1^4.9 
<b) ,  his  cost  of  education  may  not  exceed 
his  cost  of  education  at  his  hc«ne  campus. 
(20  U.S.C.  1087dd) 

§  144.12  Expected  family  contribution. 

(a)  Dependent  students.  In  determin¬ 
ing  the  amount  of  income  and  net  assets 
tiiat  should  reasonably  be  made  available 
by  the  dependent  student,  the  student’s 
spouse,  and  the  student’s  parents  to  meet 
that  student’s  cost  of  education,  the  stu¬ 
dent  financial  aid  officer  shall  take  into 
consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  include  the  student, 
the  student’s  spouse,  the  student’s  par¬ 
ents.  and  persons  for  whom  the  parents 
may  claim  an  exemption  under  section 
151  of  the  Internal  Revenue  Codelj 

(2)  The  number  of  dependent  children 
of  the  student’s  parents; 

(3)  The  number  of  such  dependent 
children  attending  institutions  of  higher 
education;  and 

(4)  Such  other  circumstances  as  may 
affect  the  ability  of  the  student,  the  stu¬ 
dent’s  spouse,  and  the  student’s  parents 
to  contribute  toward  the  student’s  cost 
of  education. 

(b)  Independent  students.  In  deter¬ 
mining  the  amount  of  income  and  net 
assets  that  should  reasonably  be  made 
available  by  a  self-supporting  or  inde¬ 
pendent  student  and  that  student’s 
spouse  to  meet  such  student’s  cost  of 
education,  the  student  financial  aid  offi¬ 
cer  shall  take  into  consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  Include  the  student, 
the  student’s  spouse,  and  persons  for 
whom  the  student  or  spouse  may  claim 
an  exemption  imder  section  151  of  the 
Internal  Revenue  Code) ; 

(2)  The  number  of  dependent  chil¬ 
dren  of  the  student; 

(3)  The  number  of  such  dependent 
children  attending  institutions  of  higher 
education;  and 

(4)  Such  other  circumstances  as  may 
affect  the  ability  of  the  student  or  the 
student’s  spouse  to  contribute  toward  the 
student’s  cost  of  education. 

(c)  Special  considerations.  Upon  the 
request  of  a  student  who  does  not  live 
with  his  parents,  who  visits  his  parents 
for  periods  of  time  no  longer  than  those 
which  are  t3a}ical  for  adults  visiting  their 
parents,  and  who  does  not  receive  from 
his  parents  gifts  which  exceed  In  value 
the  amounts  typically  given  by  parents 
as  Incidental  gifts  to  their  adult,  non¬ 
dependent  offspring,  the  student  finan¬ 
cial  aid  officer  shall  make  a  determlna- 
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tion  as  to  whether  the  relationship  be¬ 
tween  that  student  and  his  parents  Is  of 
such  a  nature  that  it  is  unreasonable  to 
expect  the  parents  to  contribute  toward 
his  cost  of  education,  regardless  of  their 
ability  to  do  so.  The  student  financial  aid 
officer  shall  make  the  reasons  for  such 
a  determination  part  of  the  institution’s 
written  records.  In  any  event,  before 
mtJclng  such  a  finding,  the  student  fi¬ 
nancial  aid  officer  shall  make  such  efforts 
as  he  deems  appropriate  to  ascertain 
whether  the  student’s  parents  are  In  fact 
willing  to  contribute  toward  the  student’s 
cost  of  education. 

(20  U.S.C.  1087dd) 

§  144.13  Approved  need  analysis  eys* 
terns. 

(a)  General.  In  order  to  comply  with 
the  requirements  of  S  144.12  of  this  part, 
an  institution  shall  utilize  a  need  analysis 
system  or  method  of  calculation  approved 
by  the  Commissioner  for  that  purpose 
pursuant  to  this  section. 

(b)  Dependent  students.  (1)  The  Com¬ 
missioner  has  approved  the  following  sys¬ 
tems  for  the  purpose  of  §  144.12,  with 
respect  to  dependent  students: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Opportunity  Grants 
Program  (45  CFR  Part  190) ;  and 

(11)  The  Income  Tax  System,  if  ad¬ 
justed  to  refiect  the  niimber  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  institutions  of  higher  education.  For 
purposes  of  this  section,  the  expected 
family  contribution  calculated  according 
to  the  Income  Tax  System  shall  be  an 
amount  equal  to  the  amoimt  of  Federal 
income  tax  paid  by  the  parents  of  a  stu¬ 
dent,  plus  5  percent  of  such  parents’  net 
assets  in  excess  of  $12,500  if  such  assets 
do  not  include  farm  or  business  assets 
and  $25,000  if  such  assets  do  include  farm 
and  business  assets,  except  that  no  more 
than  $12,500  may  be  deducted  from  non¬ 
farm  and  non-business  assets,  and  any 
amoimt  the  student  is  reasonably  able  to 
contribute. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  9 144.12,  for,  use  with  respect 
to  dependent  students',  which  is  sub- 
biltted  In  accordance  with  the  procedures 
set  forth  in  paragraph  (d)  of  this  section 
and  which  meets  the  following  criteria: 

(I)  The  system  must  produce,  as  its 
standard  output,  expected  parents’  con¬ 
tribution  figures  for  dependent  students 
which:  (a)  increase  in  reasonably 
smooth  increments  as  the  parents’  finan¬ 
cial  strength,  measured  in  real  terms,  in¬ 
creases;  and  (b)  are  equal  for  families 
of  equal  measured  financial  strength; 
and 

(II)  ’The  system  must  produce  expected 
parents’  contribution  figures  which,  for 
at  least  75  percent  of  a  set  of  sample 
cases  developed  and  made  available  by 
the  Commissioner,  deviate  by  less  than 
$50  from  the  figures  produced  for  such 
sample  cases  by  the  following  calcula¬ 
tions: 

(a)  From  the  sum  of  the  adjusted  gross 
Income  and  non-taxable  income  of  the 


parents,  there  will  be  deducted  the 
amount  of  Federal  income  taxes  and  So¬ 
cial  Security  taxes,  an  allowance  of  8 
percent  of  total  Income  for  state  and 
local  taxes,  and  an  amount  required  to 
maintain  the  family  (exclusive  of  the 
student’s  maintenance  during  the  aca¬ 
demic  year)  at  the  Bureau  of  Labor 
Statistics  consumption  cost  estimates  at 
a  low  standard  of  living; 

(b)  To  the  remainder  obtained  in  sub- 
paragraph  (a)  will  be  added  12  percent 
of  the  net  market  or  cash  value  of  the 
parents’  assets  remaining  after  deduc¬ 
tion  of  related  debt  and  a  standard  asset 
reserve  of  $10,000;  and 

(c)  ’The  following  rate  schedule  of  ex¬ 
pected  contributions  will  then  be  applied 
to  the  sum  obtained  in  subparagraph 
(b) : 


If  the  sum  is— 

-  Tlie  oxpo<-ted  contribution  is— 

At  Ic&st —  But  less 
than— 


$0 _ _  $4,000  22  pet  of  the  amount  over  $0. 

$4,000 _  6,000  $880+25  pet  Of  the  amount  over 

$4,000. 

$5,000 _  6,000  $1,130+29  pet  of  the  amount  over 

$5,000. 

$6,000 _  7,000  $1,420+34  pet  of  the  amount  over 

$6,000. 

$7,000 _  -  8,000  $1,760+40  pet  of  the  amount  over 

$7,000. 

$8,000„ .  _ _ $2,160+47  pet  of  the  amount  over 

^,000. 


(ill)  In  developing  the  sample  cases 
for  the  purposes  of  this  paragraph,  the 
Commissioner  shall  select  only  cases  in 
which  the  age  of  the  main  wage  earner  is 
45  years  and  in  which  the  elements  set 
forth  in  paragraph  (b)  (2)  (ii)  of  this 
paragraph  are  generally  present.  Ac¬ 
cordingly,  cases  will  not  be  selected 
which  involve  medical  and  dental  ex¬ 
penses,  casualty  and  theft  losses,  house¬ 
keeping  allowances,  farm  or  business 
assets,  more  than  one  family  member 
attending  post-secondary  institutions. 
Social  Security  or  Veteran’s  benefits  or 
any  unusual  family  circumstance. 

(iv)  In  comparing  the  output  of  a  sys¬ 
tem  submitted  for  approval  under  these 
regulations  with  the  figures  for  the 
standard  sample  cases,  an  expected  pa¬ 
rental  contribution  of  less  than  zero  shall 
be  treated  as  zero. 

(V)  The  figures  for  the  set  of  sample 
cases  used  for  purposes  of  this  paragraph 
shall  be  revised  annually  for  inflation  by 
adjusting  the  deductions  for  family 
maintenance,  the  $10,000  standard  de¬ 
duction  from  assets  and  the  rates  of  con¬ 
tribution  from  Income  and  assets  as  nec¬ 
essary  in  such  a  manner  that  the  revised 
standard  expected  cerntributions,  ex¬ 
pressed  in  constant  dollars,  remain  con¬ 
stant  for  families  with  equal  income  and 
asset  positions  measured  in  constant 
dollars. 

(c)  Independent  students.  (1)  The 
Commissioner  has  approved  the  follow¬ 
ing  systems  for  the  purpose  of  9  144.12, 
with  respect  to  independent  students: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Opportunity  Grants 
Program  (45  CFR  Part  190) ; 
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(11)  The  system  of  need  analysis  pub¬ 
lished  by  the  American  College  Testing 
Program; 

(ill)  The  system  of  need  analysis  pub¬ 
lished  by  the  College  Scholarship  Serv¬ 
ice; 

(iv)  ’The  system  of  need  analysis  pub¬ 
lished  by  the  Graduate  and  Professional 
Student  financial  Aid  Service;  and 

(v)  The  system  of  need  analysis  pub¬ 
lished  by  Financial  Analysis  Service,  Inc., 
a  division  of  Donley,  Richardson  &  As¬ 
sociates. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  9  144.12,  for  use  with  respect 
to  independent  students,  which  is  sub¬ 
mitted  in  accordance  with  the  procedures 
set  forth  in  paragraph  (d)  of  ^is  section 
and  which  meets  the  following  criteria: 

(i)  The  system  must  produce,  as  its 
standard  output,  expect^  family  con¬ 
tribution  figures  for  independent  stu¬ 
dents  which:  (a)  increase  in  reasonably 
smooth  increments  as  the  family  finan¬ 
cial  strength,  measured  in  real  terms, 
increases;  and  (b)  are  equal  for  families 
of  equal  measured  financial  strength; 
and 

(ii)  The  system  must  produce  expected 
family  contribution  figures  which  are 
comparable  to  those  produced  by  one  of 
the  systems  specified  in  subparagraph 

( 1)  of  this  paragraph. 

(d)  Application  procedures  for  system 
approval.  Any  person  or  institution  seek¬ 
ing  to  have  a  need  analysis  system  ap¬ 
proved  by  the  Commissioner  pursuant  to 
subparagraph  (b)  (2)  of  this  section  shall 
submit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
mission  shall  consist  of  sufficient  infor¬ 
mation  to  enable  the  Commissioner  to 
determine  that  the  system  meets  the 
criteria  set  forth  In  that  subparagraph, 
including  the  expected  family  contribu¬ 
tion  figures  produced  by  the  system  for 
the  sample  cases  developed  and  made 
available  by  the  Commissioner.  Any  per¬ 
son  or  institution  seeking  to  have  a  need 
analysis  system  approved  by  the  Com¬ 
missioner  pursuant  to  subparagraph  (c) 

(2)  of  this  section  shall,  prior  to  June  30 
of  any  year,  submit  to  the  Commissioner 
sufficient  information  to  enable  him  to 
determine  that  the  system  meets  the 
criteria  set  forth  in  that  subparagraph. 
On  or  before  September  1  of  each  year, 
the  Commissioner  will  publish  in  the 
Federai.  Register  a  list  of  all  need  anal¬ 
ysis  systems  or  methods  of  calculation 
which  have  be«i  approved  for  use  in  the 
succeeding  academic  year. 

(e)  Duration  of  approval.  Need  analy¬ 
sis  systems  approved  pursuant  to  sub- 
paragraphs  (b)(1)  and  (c)(1)  of  this 
section  are  sqiproved  without  a  specific 
expiration  date.  A  need  analysis  system 
approved  pursuant  to  subparagraph  (b) 
(2)  of  this  section,  and  Included  on  the 
list  published  by  the  CiMnmlssloner  on  or 
before  Septemb^  1  of  one  year,  may  be 
used  by  an  instituUon  (1)  in  preparing 
its  application  for  funds  under  this  part 
which  is  to  be  submitted  on  or  before  the 
published  closing  date  next  following 
that  September  1 ;  and  (ii)  in  determln- 
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Ing  the  eligibility  of  students  for  loans 
under  this  part,  and  in  calculating  the 
amount  of  such  loans,  to  be  used  by  the 
students  diuing  any  academic  year  cmn- 
mencing  not  earlier  than  9  months  and 
not  later  than  22  months  foUowing  that 
S^tember  1.  A  need  analysis  system  ap¬ 
proved  pursuant  to  subparagraph  (c)  (2) 
of  this  section  shall  be  approved  for  an 
indefinite  period  of  time,  but  the  Com- 
missicmer  may  request  periodic  cmifir- 
matlon  that  the  system  remains  in  com¬ 
pliance  with  the  criteria  set  forth  in  that 
subparagraph. 

(f)  Adjustments.  The  institution  may, 
in  an  individual  case,  further  adjust  the 
expected  family  contribution  calculated 
according  to  one  of  the  need  analysis  sys¬ 
tems  approved  pursuant  to  this  section 
if  the  student  financial  aid  officer  of  the 
Institution  has  reason  to  believe  that 
such  expected  family  contribution  does 
not  realistically  refiect  the  ability  of  the 
student  and  his  parents  to  contribute 
towards  the  student’s  cost  of  education. 
Such  adjustments  shall  be  documented 
in  writing,  with  an  accompanying  expla¬ 
nation,  and  made  a  part  ot  the  institu¬ 
tion’s  records  with  respect  to  this  part. 
(20  U.S.C.  loerud) 

§  144.14  Coordination  of  student  finan¬ 
cial  aid  programs,  loan  amount,  and 
over-award. 

(a)  Coordinating  official.  The  Institu¬ 
tion  shall  appoint  an  official  who  shall 
have  the  responsibility  of  coordinating 
the  program  covered  by  this  part  with 
the  institution’s  other  Federal  and  non- 
Federal  programs,  of  student  financial 
aid. 

(b)  Total  award.  The  institution  shall 
not  award  assistance  under  this  part  to 
a  student  in  an  amount  which,  when 
comd)ined  with  all  of  the  resources  made 
available  to  the  student  from  Federal 
and  non-Federal  sources,  would  exceed 
the  difference  between  the  student’s  cost 
of  education  and  his  expected  family 
contribution,  as  determined  in  accord¬ 
ance  with  one  of  the  need  analysis  sys¬ 
tems  or  methods  of  calculation  ap¬ 
proved  by  the  Commissioner  pursuant  to 
9  144.13(c);  provided,  however,  that  in 
no  event  may  the  total  amoimt  of  aid 
received  from  all  Federal  and  non- 
Federal  sources  exceed  the  student’s  cost 
of  education. 

(c)  Resources.  'For  purposes  of  para¬ 
graph  (b)  of  this  section,  the  term  “re¬ 
sources  made  available  to  the  student 
from  Federal  and  non-Federal  sources” 
Includes,  but  is  not  limited  to,  the  amoimt 

funds  a  student  is  entitl^  to  receive 
under  the  Basic  Educational  Opportu¬ 
nity  Grants  Program,  regardless 
whether  the  student  has  applied  for  such 
funds,  £my  waiver  of  tuition  and  fees, 
any  sdiolarshlp  or  grant-ln-ald  including 
Supplemental  Educational  Opportunity 
Grants  and  athletic  scholarships,  any 
fdlowships  or  assistantship,  any  loan 
made  under  the  Guaranteed  Student 
Loan  Program  (Title  IV-B  of  the  IBgher 
Education  Act)  except  in  cases  in  which 
paragraph  (d)  of  this  section  an;>Ues, 


any  Icmg-term  loan  made  by  the  institu- 
ti(Hi  other  than  under  the  Guaranteed 
Student  Loan  Program,  and  any  expected 
net  earnings  from  emplo3rment  during 
periods  for  which  the  student  receives 
assistance  under  this  part.  Fm*  purposes 
of  this  secti<m,  “net  earnings”  means 
gross  earnings  minus  required  withhold¬ 
ings  and  any  costs  incidental  to  obtain¬ 
ing  such  earnings. 

(d)  Treatment  of  Guaranteed  Loans. 

(1)  Ebtcept  as  provided  in  paragraph  (d) 

(2)  of  this  section,  loans  made  under  the 
Guaranteed  Student  Loan  Program  shall 
not  be  considered  to  be  a  student  re¬ 
source  and  may  be  used  to  satisfy  the 
expected  family  contribution  of  the  bor¬ 
rower  calculated  in  accordance  with 
§  144-13.  If  the  amount  of  such  a  loan 
exceeds  the  borrower’s  expected  family 
contribution,  only  such  excess  shall  be 
considered  a  student  resource. 

(2)  Loans  for  which  interest  benefits 
are  payable  under  section  428  of  Title 
IV-B  of  the  Higher  Education  Act  (20 
U.S.C.  1078)  shall  be  considered  a  stu¬ 
dent  resource  and  may  not  be  used  to 
satisfy  a  student’s  exjpected  family  con¬ 
tribution  if  (i)  the  borrower  has  an 
adjusted  family  inccxne  of  more  than 
$15,000,  as  determined  in  accordance 
with  applicable  Guaranteed  Student 
Loan  Program  Regulations  (45  CFR  Part 
177),  or  (ii)  the  amount  of  the  loan 
would  cause  the  total  apiount  of  the  bor¬ 
rower’s  loan  insured  ny  the  Commis¬ 
sioner,  or  by  a  State  or  nonprofit  private 
institution  having  an  agreement  with  the 
Commissioner  under  section  428(b)  of 
the  Higher  Education  Act  (20  U.S.C. 
1078(b)),  to  exceed  $2,000  for  the  aca¬ 
demic  year, 

(e)  Institutional  responsibility.  The 
institution’s  respmisibility  under  para¬ 
graph  (b)  of  this  section  shall  extend 
only  to  those  resources  vdiich  the  insti¬ 
tution  itself  makes  available  to  the  stu¬ 
dent,  or  about  which  it  knows  or  has 
reason  to  know  or  can  reasonably  antici¬ 
pate  at  the  time  that  the  assistance  un¬ 
der  this  part  is  disbursed  to  the  student. 
The  amount  of  net  earnings  from  any 
employmait  provided  the  institution 
for  any  academic  year  and/or  special 
session  during  which  the  student  is  re¬ 
ceiving  assistance  under  this  part  shall 
be  deemed  to  have  been  known  by  the 
institution  at  the  time  oi  the  disburse¬ 
ment  of  such  assistance. 

(f)  An  institution  will  be  deemed  to 
have  violated  the  requirements  of  this 
section  only  if  the  sum  of  all  the  re¬ 
sources  made  available  to  the  student,  in¬ 
cluding  assistonce  under  this  part,  ex¬ 
ceeded  the  student’s  need  by  more  than 
$100.  However,  If  the  resources  made 
available  to  the  stud^t  included  c<mi- 
pensatlon  for  work-study  employment 
and  the  student  earned  additional  money 
from  other  employment,  the  institution 
win  be  deemed  to  have  violated  the  re¬ 
quirements  of  this  sectlcm  only  If  the 
sum  (ff  the  assistance  received  by  the  stu¬ 
dent  exceeded  the  student’s  need  by 
more  than  $200. 

(20  U.S.C.  lOSTdd) 


§  144.15  Disbursement  of  loans. 

(a)  A  loan  for  an  acadraiic  year  shall 
be  advanced  by  the  institutkm  to  the 
student  borrower  In  equal  installments 
in  each  semester,  trimester,  or  quarter  if 
the  institution  uses  such  academic  pe¬ 
riods;  otherwise,  for  those  institutions 
not  using  such  academic  periods,  ad¬ 
vances  shall  be  made  at  least  twice  per 
academic  year  with  <»ie  advance  ^ing 
at  the  b^rinning  and  the  other  at  the 
midpoint  of  that  acadnnlc  year. 

(b)  A  loan  for  a  period  shorter  than 
an  academic  year  shall  be  advanced  by 
the  institution  to  the  student  borrower 
in  such  installments  as  are  deemed  ap¬ 
propriate  so  as  to  enable  the  borrower 
to  apply  such  payments  to  the  costs 
reasonably  necessary  for  his  attendance 
at  the  institution  during  the  academic 
period  for  which  the  loan  was  approved; 
except  that  no  borrower  may  receive, 
during  a  given  academic  period,  a  loan 
In  an  amount  In  excess  of  the  amount 
of  his  need  for  such  a  loan  during  that 
period,  determined  pursuant  to  9  144.14. 

(c)  For  purposes  of  this  section  a  pro¬ 
gram  of  training  of  at  least  six  months’ 
duration  to  prepare  students  for  gainful 
employment  In  a  recognized  occupation 
shall  be  considered  an  academic  year. 

(d)  Loan  payments  from  a  Fund  shall 
be  evidenced  In  the  institution’s  records 
by  cancelled  checks  or  vouchers  or,  if  the 
institution  elects  any  other  method  of 
disbursement  by  a  clear  audit  trail  in¬ 
cluding  an  acknowledgement  of  receipt 
from  each  borrower  indicating  the 
method  by  which  payments  to  him  were 
made. 

(e)  Loan  payments  from  a  Fund  shall 
not  be  made*  unless  the  borrower  has 
filed  with  the  institution  the  affidavit 
required  pursuant  to  9  144.9(f)  of  this 
part  and  the  institution  has  complied 
with  the  Truth  in  Ending  requirements 
of  Regulation  Z  (12  CFR  226) , 

(20  UA.C.  424, 1087CC) 

§  144.16  Special  sessions. 

(a)  A  student  enrolled  in  an  institu¬ 
tion  of  higher  education  in  one  or  more 
classes  during  a  period  of  special  enroll¬ 
ment,  such  as  a  special  smnmer  term, 
will  be  eligible  for  a  Natlcmal  Direct  Stu¬ 
dent  Loan  if  he  (1)  meets  the  other 
eligibility  requirements  of  this  part, 
(ii)  is  registered  as  at  least  a  half-time 
student  at  that  institution  during  such 
session,  and  (ill)  is  either  in  attendance 
as  at  least  a  half-time  student  at  that 
institutimi  during  the  regular  term  im¬ 
mediately  preceding  sUch  session  or  will 
be  enrolled  or  has  been  accepted  for  en¬ 
rollment  as  at  least  a  half-time  student 
during  the  subsequent  regular  term  at 
that  institution. 

(20  UJS.C.  1087a*-ff) 

§  144.17  Administrative  expenses. 

An  InsUtution  shall  be  entitled  for  each 
fiscal  year  during  which  it  makes  loans 
fnxn  its  Fund  to  a  payment  in  lieu  of 
reimbursement  for  its  expenses  in  ad¬ 
ministering  its  National  Direct  Student 
Loan  Program  during  such  year.  Such 
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payment  shall  be  payable  from  the  In¬ 
stitution’s  Fund  and  shall  be  In  an 
amount  equal  to  three  percent  of  the 
principal  amount  of  loans  made  from 
such  Fund  during  the  fiscal  year,  except 
that  the  aggregate  amoimt  paid  to  an  In¬ 
stitution  under  this  paragraph  plus  the 
amount  paid  to  such  Institution  in  Ilea 
of  expenses  for  administration  under  the 
College  Work-Study  and  the  Supple¬ 
mental  Educational  Opportunity  Grant 
Programs  shall  not  exceed  $125,000  for 
any  fiscal  year. 

(20  n.S.C.  424,  1087CC,  1088b) 

§  144.18  Fiscal  procedures  and  records. 

(a)  Fiscal  procedures.  (1)  The  Institu¬ 
tion  shall  administer  the  National  Direct 
Student  Loan  Program  In  such  a  manner 
as  to  provide  for  an  adequate  system  of 
Internal  controls.  The  various  adminis¬ 
trative  procedures  shall  be  divided  so  as 
to  provide  for  a  system  of  checks  and 
balances  under  which  no  person  will  be 
directly  responsible  for  all  aspects  of  the 
program.  The  functions  of  authorizing 
pa3mient  and  disbursing  funds  shall  be 
divided  In  such  a  fashion  that  no  office 
has  responsibility  for  both  functions  with 
respect  to  any  particular  student  aided 
imder  the  program. 

(2)  Physical  segregation  of  cash  de¬ 
positories  for  Federal  funds  which  are 
provided  to  an  Institution  is  not  required. 
However,  institutions  shall  give  notice  to 
any  bank  in  which  they  deposit  Federal 
fimds  of  all  accoimts  in  that  bank  in 
which  such  fimds  are  deposited.  This  no¬ 
tice  can  be  accomplished  In  either  of  ^e 
following  ways: 

(1)  Include  In  the  name  of  the  accoimt 
the  fact  that  Federal  funds  are  deposited 
therein;  or 

(11)  Send  a  letter  to  the  bank  listing 
the  accounts  In  which  Federal  funds  will 
be  deposited.  A  c(^y  of  this  letter  must 
be  retained  in  the  institution’s  files. 

(b)  Records  and  reporting.  (1)  Each 
Institution  shall  establish  and  maintain 
on  a  current  basis  such  general  ledger 
control  accounts  and  related  subsidiary 

,  accounts  as  are  necessary  to  Identify  all 
transactions  involving  Federal  fimds 
available  under  this  part  and  to  separate 
records  of  such  transactions  from  all 
other  Institutional  assets  and  activities. 
Such  records  shall  afford  ready  identifi¬ 
cation  of  each  student’s  account  and  the 
status  thereof,  and  shall  be  adequate  to 
demonstrate  the  eligibility  of  every  stu¬ 
dent  aided  under  the  pn^ram,  shall  in¬ 
dicate  the  amount  of  need  determined 
for  each  student  and  the  way  that  need 
has  been  met,  and  shall  identify  the  In- 
stitutiiHial  officer  who  made  the  de¬ 
termination  of  such  need. 

(2)  An  institution  shall  submit  an  an¬ 
nual  Institutional  Fiscal-Operations  Re¬ 
port  and  such  other  reports  and  Informa¬ 
tion  In  such  form  and  at  such  times  as 
the  CommissiiHier  may  require  In  con¬ 
nection  with  the  admlnlstratlim  of  this 
part  and  shall  comply  with  such  require¬ 
ments  as  the  C(»nmlssloner  may  find 
necessary  to  Insure  the  correctness  of 
such  reports. 

(c)  Retention  of  records.  (1)  Records. 
Each  Institution  shall  keep  Intact  and  ac¬ 


cessible  records  relating  to  the  receipt 
and  expenditure  of  Federal  funds.  In¬ 
cluding  all  accounting  records  and  re¬ 
lated  original  and  supporting  documoits 
that  substantiate  costs  charged  to  the 
Fund. 

(2)  5  year  period.  Except  as  provided 
In  subparagraps  (3)  and  '(5)  of  this 
paragraph,  the  records  specified  in  sub- 
paragraph  (1)  of  this  paragraph  shall  be 
retained  for  five  years  after  the  close  of 
the  fiscal  year  to  which  they  pertain  or 
the  date  of  submission  of  a  report  re¬ 
quired  by  the  Commissioner  under  this 
part  for  such  fiscal  year,  whichever 
occurs  later. 

(3)  Loan  records.  An  Institution  shall 
retain  all  financial  and  repayment  rec¬ 
ords  pertaining  to  any  individual  loan 
made  under  this  part  for  not  less  than 
five  years  from  the  date  on  which  the 
entire  amount  of  the  loan  has  been  re¬ 
paid,  cancelled,  or  assigned  in  accord¬ 
ance  with  this  part. 

(4)  Microfilm  copies.  Recipients  may 
substitute  microfilm  copies  in  lieu  of 
original  records  In  meeting  the  require¬ 
ments  of  this  section. 

(5)  Ai^it  questions.  The  records  in¬ 
volved  in  any  claim  or  expenditure  which 
has  been  questioned  by  Federal  audit 
shall  be  further  retained  until  resolution 
of  any  such  audit  question;  provided, 
however,  that  records  need  not  be  re¬ 
tained  If  they  relate  to  a  payment  with 
respect  to  which  actions  by  the  United 
States  to  recover  for  diversion  of  Fed¬ 
eral  funds  are  barred  by  the  statute  of 
limitation  In  28  U.S.C.  2415(b) . 

(6)  Audit  and  examination.  The  Sec¬ 
retary  and  the  Comptroller  General  of 
the  United  States,  or  any  of  their  duly 
authorized  representatives,  shall  have 
access,  for  the  purpose  of  audit  and  ex¬ 
amination,  to  the  records  specified  In 
subparagraphs  (1)  and  (3)  of  this  para¬ 
graph  and  to  any  other  pertinent  books, 
documents,  papers,  and  records  of  the 
recipient. 

(d)  An  institution  need  not  maintain 
s^jarate  records  for  National  Defense 
Student  loans  as  opposed  to  National 
Direct  Student  loans  except  with  respect 
to  loan  cancellation. 

(e)  Audits — non-Federal.  All  of  an  in¬ 
stitution’s  transactions  Involving  the  as¬ 
sets  of  its  Fund  Shan  be  audited  by  the 
institution  or  at  the  institution’s  direc¬ 
tion  to  determine,  at  a  minimum,  the 
fiscal  Integrity  of  financial  transactions 
and  reports,  and  whether  such  transac¬ 
tions  are  In  compliance  with  applicable 
laws  and  regulations.  Such  audits  shall 
be  performed  in  accordance  with  the 
Department  of  Health,  Education,  and 
Wrtfare  “Audit  Guide”  for  student  finan¬ 
cial  aid  programs.  The  frequency  of  such 
audits  Shan  depend  on  the  size  and  com¬ 
plexity  of  the  activity  of  the  Fund  ex¬ 
cept  that  such  audits  shan  be  carried  out 
at  least  once  every  two  years. 

(f)  Such  audit  reports  shaU  be  sub¬ 
mitted  to  the  HEW  Audit  Agency  at  the 
regional  office  of  the  Deparhnent  of 
Health,  Education,  and  W^are  serving 
the  region  In  which  the  Institution  Is  lo¬ 
cated.  Ihe  Audit  Agency  and  the  Ckxn- 
mlssloner  shaU  also  be  given  access  to 


records  or  other  documents  as  may  be 
necessary  to  review  the  results  of  such 
audits. 

(g)  Promissory  notes  and  student  loan 
ledgers  shall  be  maintained  in  good  order 
in  a  locked  fireproof  container.  Only 
authorized  personnel  shall  have  access 
to  these  documents. 

(20  UA.C.  424,  10e7cc) 

§  144.19  Federal  interest  in  allocated 
fnnds— transfer  of  Loan  Fund. 

(a)  Funds  received  by  an  Institution 
pursuant  to  this  part,  excluding  funds 
authorized  for  administrative  expenses, 
are  to  be  held  In  trust  for  the  intended 
student  beneficiary.  Such  funds  may  be 
used  only  for  the  purposes  for  which  they 
were  allocated  and  may  not  be  pledged  or 
hypothecated  for  any  other  purpose. 

(b)  (1)  If  an  institution  responsible  for 
the  maintenance  of  a  Loan  Fund  estab¬ 
lished  pursuant  to  S  144.8,  Including  the 
collection  of  outstanding  loans,  ceases 
operation  or  Is  no  longer  willing  to  par¬ 
ticipate  In  the  program,  the  Commis¬ 
sioner  will  take  such  steps  as  are  neces¬ 
sary  to  protect  the  Federal  interest  in 
that  Loan  Fund  and  In  those  outstanding 
loans.  Such  steps  may  include  (1)  the 
undertaking  of  a  capital  distribution  of 
the  liquid  assets  of  the  Fund  in  accord¬ 
ance  with  S  466(c)  of  the  Act,  (11)  the 
transfer  of  the  outstanding  loans  of  the 
Funds  to  another  Institution  in  the  same 
State,  or  (iil)  the  transfer  of  the  out¬ 
standing  loans  to  the  Office  of  Education 
if  no  Institution  In  that  State  wishes  to 
receive  such  loans. 

(2)  Ihe  cost  of  collecting  the  trans¬ 
ferred  loans  described  in  subparagraph 
(1)  of  this  paragraph  shall  be  deemed  to 
equal  the  institutional  share  of  such 
loans. 

(3)  If  the  loans  described  In  subpara- 
grai^  (1)  of  this  paragraph  are  trans¬ 
ferred  to  another  Institution  In  the  same 
State,  ^e  transferee  institution  may 
deposit  an  the  funds  It  coUects  on  such 
loans  In  Its  own  Loan  Fund  established 
pursuant  to  S  144.8  and  the  transferror 
institution’s  share  of  such  coUectlons 
shaU  be  deemed  the  transferee  Institu¬ 
tion’s  Institutional  capital  contribution. 

(4)  If  the  loans  described  In  subpara¬ 
graph  (1)  of  this  paragraph  are  trans¬ 
ferred  to  the  Office  of  Education,  the 
Commissioner  may  use  the  Institutional 
share  of  the  funds  he  collects  to  pay  for 
the  costs  of  collecting  such  loans. 

(c)  If  more  than  one  institution  in 
that  State  offers  to  undertake  the  collec¬ 
tion  of  the  outstanding  loans  referred  to 
in  paragraph  (b)  of  this  section,  the 
Commissioner  will  select  the  transferee 
Institution  primarily  on  the  basis  of  the 
institution’s  demonstrated  capability  in 
the  area  of  loan  collection  and  second¬ 
arily  on  the  basis  of  the  number  of  stu¬ 
dents  of  the  transferror  Institutiim  ex¬ 
pected  to  enroll  in  the  transferee  Institu¬ 
tion. 

(d)  If  a  transfer  of  a  Fund  Is  made 
pursuant  to  paragr£q>h  (b)  (1)  (11)  of  this 
section,  no  audit  exceptions  will  be  taken 
against  the  transferee  Institution  on 
account  of  actions  or  omissions  of  the 
transferror  Institution  In  the  admlnlstra-  , 
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tion  of  its  Fund  prior  to  such  transfer. 
Such  a  transferr^  Fund  shall  be  main¬ 
tained  by  the  transferee  institution  as  a 
segregated  account  until  an  audit  satis¬ 
factory  to  the  Commissioner  has  been 
performed  on  the  operation  of  the  pro¬ 
gram  at  the  transferror  institution. 

(20  U.S.C.  1087aa-fif;  1087cc(a)  (6) ) 

§  144.20  Termination  and  8Uspent«ion. 

(a>  If  the  Commissioner  finds  that 
any  of  the  assurances  or  representations 
made  by  an  institution  in  connection 
with  the  administration  and  operation  of 
the  National  Direct  Student  Loan  Pro¬ 
gram  is  incomplete  or  inaccurate  in  any 
material  respect,  or  that  there  has  been 
a  failure  to  comply  with  any  of  the  pro- 
mions  of  this  part,  or  that  there  has 
been  a  failure  to  carry  out  any  of  the 
provisions  agreed  to  by  the  institution 
pursuant  to  §  144.8,  he  may,  after  giving 
the  institution  notice  and  an  opportimity 
for  a  hearing,  terminate  the  agreement 
entered  into  pursuant  to  §  144.8  or  take 
such  other  actions  as  may  be  necessary 
and  appropriate  to  protect  the  interest  of 
the  United  States.  Hie  termination  of 
the  institution  from  the  program  shall 
not  affect  the  obligations  previously  in¬ 
curred  by  either  party  under  that  agree¬ 
ment  or  this  part. 

(h)  Notice  of  termination.  Proceedings 
with  respect  to  the  termination  of  the 
program  shall  be  initiated  by  the  mailing 
of  a  notice  to  the  institution  setting  forth 
the  basis  of  the  proposed  termination 
and  the  procedures  available  to  the  re¬ 
cipient  under  this  section. 

(c)  Suspension  of  assistance.  Subject 
to  paragraph  (e)  of  this  section,  assist¬ 
ance  may  be  suspended  while  a  termina¬ 
tion  proceeding  initiated  pursuant  to  this 
section  is  pending. 

(d)  Notice  of  suspension.  If  the  Com¬ 
missioner  determines  that  it  is  necessary 
to  suspend  assistance  whfle  a  termina¬ 
tion  proceeding  is  pending,  notice  of  the 
suspension  shall  be  mailed  to  the  recip¬ 
ient  (which  may  be  included  in  the  no¬ 
tice  of  termination) .  The  notice  of  sus¬ 
pension  shall:  (1)  inf  orm  the  recipient  of 
that  determination;  (2)  advise  the  recip¬ 
ient  of  the  effective  date  of  the  suspen¬ 
sion;  and  (3)  offer  the  recipient  an  op- 
portimlty  to  show  cause  why  such  action 
should  not  be  taken. 

(e)  Opportunity  to  show  cause.  If  the 
recipient  requests  an  opportunity  to  show 
cause  why  a  suspension  of  assistance 
should  not  be  continued  or  imposed,  the 
Commissioner  will,  within  7  days  after 
receiving  such  request,  hold  an  informal 
meeting  for  that  purpose. 

(20  U.S.C.  1087aar-ff 
§  144.21  [Reserved] 

Subpart  B — ^Terms  of  Loans 

§  144.31  Limitations  governing  aggre¬ 
gate  amount  of  loans. 

The  aggregate  of  the  loans  for  all  years 
made  by  institutions  of  higher  educa¬ 
tion  from  Loan  Funds  established  pursu¬ 
ant  to  agreements  under  this  part  may 
not  exceed: 

(1)  $10,000  in  the  case  of  any  graduate 
or  profei^onal  student,  Including  any 


loans  from  such  Funds  made  to  such 
person  before  he  became  a  graduate  or 
professional  student; 

(2)  $5,000  in  the  case  of  a  student  who 
has  successfully  completed  two  academic 
years  of  a  program  of  education  leftding 
to  a  bachelor’s  degree,  but  who  has  not 
completed  the  work  necessary  for  such 
a  degree,  and  including  any  loans  from 
such  Funds  made  to  that  person  before 
he  became  such  a  student;  and 

(3)  $2,500  in  the  case  of  any  student 
who  has  not  completed  two  academic 
years  of  a  program  of  education  leading 
to  a  bachelor’s  degree. 

(20  U.S.C.  1087dd) 

§  144.32  Proniinsory  note— —loan  repay¬ 
ment. 

(a)  Evidence  of  indebtedness.  A  loan 
shall  be  evidenced  by  a  promissory  note 
executed  by  the  student  borrower.  A 
promissory  note  acceptable  to  the  Com¬ 
missioner  is  set  forth  in  Appendix  B.  Ex¬ 
cept  for  optional  provisions  permitted 
under  this  section,  any  substantive  devia¬ 
tion  from  the  provisions  of  this  promis¬ 
sory  note  form  must  be  approved  by  the 
Commissioner  prior  to  the  making  of  any 
loans  to  be  evidenced  thereby.  A  copy 
of  the,  executed  note  shall  be  supplied  to 
the  borrower. 

(b)  Rate  of  interest.  The  note  evi¬ 
dencing  a  loan  shall  provide  that  the 
loan  shall  bear  Interest  <m  the  unpaid 
balance  at  the  rate  oi  three  percent  per 
annum,  exc^t  that  no  interest  shall 
accrue  prior  to  the  date  of  (commence¬ 
ment  of  repayment  as  specified  in  para- 
grai^  (c)  of  this  section  or  during  any 
period  in  which  repasmaent  is  deferred  in 
accordance  with  S  144.34(a) . 

(c)  Repayment.  (1)  Except  as  pro¬ 
vided  in  paragraph  (c)(2)  and  para¬ 
graph  (e)  of  this  section  (minimum  re¬ 
payments) ,  and  in  §  144-34  (deferments), 
the  note  evidencing  a  loan  shall  provide 
for  r^caym^t  (>f  the  principal  amoimL 
together  with  Interest  thereon,  in  equal 
installments  (or,  if  the  borrower  so  re¬ 
quests,  In  graduated  periodic  install¬ 
ments  determined  in  accordance  with 
such  schedules  as  may  be  approved  by 
the  Commissiemer)  payable  quarterly, 
bimonthly,  or  monthly,  at  the  option  of 
the  institution,  or  a  period  beginning 
nine  months  after  the  date  on  which  the 
borrower  ceases  to  carry,  at  an  institu¬ 
tion  of  higher  education  or  at  a  c<»n- 
parable  institution  outside  the  United 
States  approved  for  this  purpose  by  the 
Commissioner,  at  least  one-half  the  nor¬ 
mal  full-time  academic  work  load  (half¬ 
time  work  load) ,  except  that  such  period 
may  begin  earlier  at  the  request  of  the 
borrower,  and  ^dlng  10  years  and  nine 
months  after  the  date  on  which  the  bor¬ 
rower  ceases  to  carry  a  half-time  work 
load.  Selection  of  a  repayment  plan  shall 
be  made  prior  to  the  date  on  which  the 
student  ceases  to  be  enrolled  on  at  least 
a  half-time  basis  at  the  lending  institu¬ 
tion.  A  copy  of  the  repayment  plan,  when 
establish^,  must  be  attached  to  the 
promissory  note  and  a  copy  shall  also  be 
supplied  to  the  student  borrower. 

(2)  If  the  applicable  repayment  plan 
results  in  a  final  payment  of  not  more 


than  $2,  the  institution  may  increase  the 
next-to-last  payment  of  the  repayment 
plan  to  include  that  amount. 

(3)  Any  loan  repayment  made  by  a 
borrower  shall  first  be  applied  against 
any  interest  due  on  the  loan  with  the  re¬ 
mainder  of  that  repayment  against  prin¬ 
cipal. 

(d)  Accelerated  repayment.  (1)  The  *' 
note  evidencing  a  loan  shall  provide  that 

a  borrower  may,  at  his  option  and  with¬ 
out  penalty,  accelerate  repayment  of  the 
whole  or  any  pwirt  of  the  loan  at  any 
time  except  that  any  refund  attributable 
to  a  loan  made  imder  this  part  and  any 
repayment  made  by  the  student  during 
the  academic  year  for  which  the  loan 
was  made  shall  be  treated  as  a  reduction 
in  the  original  amount  of  the  loan  and 
not  as  a  repayment. 

(2)  Unless  the  borrower  indicates 
otherwise,  any  amount  paid  by  the  bor¬ 
rower  which  exceeds  the  amotmt  due  for 
that  period  or  any  previous  period  shall 
be  considered  as  a  repayment  of  principal 
rather  than  an  advance  payment  on  any 
subsequent  installment. 

(e)  Minimum  rates  of  repayment.  ( 1  > 
Defense  Loans,  (i)  If  monthly  repayment 
amounts  of  principal  and  interest  which 
would  otherwise  be  required  pursuant  to 
paragraiA  (c)  of  this  section  on  a  De¬ 
fense  L(^n  are  less  than  $15  a  month  (or 
the  equivalent  amount  for  loans  repaid 
on  a  bi-monthly  or  quarterly  basis),  the 
institution  may  at  its  option  and  if  it  has 
so  provided  in  the  note  evidencing  the 
loan,  require  a  student  borrower  to  make 
such  payments  of  principal  and  interest 
at  a  monthly  rate  of  not  more  than  $15. 
(ii)  If  a  borrower  has  obtained  Defense 
Lo(EU15  from  more  than  one  institution 
and  if  the  monthly  repayment  amounts 
of  principal  and  Interest  are  less  than 
the  equl^ent  of  $15  per  month,  and 
only  one  institution  exercises  the  $15 
minimum  monthly  repayment  option,  the 
Institution  which  exercises  the  option 
Shan  receive  the  difference  between  $15 
and  the  mcmttily  repayment  rate  of 
principal  and  Interest  owed  to  the  other 
institution,  (ill)  If  a  borrower  has  ob¬ 
tained  Defense  Loans  from  more  than 
one  institution  and  if  the  monthly  repay¬ 
ment  amounts  of  principal  and  interest 
are  less  than  the  equivalent  of  $15  per- 
mpnth  and  each  of  the  institutions  ex¬ 
ercises  the  $15  minimiun  monthly  repay¬ 
ment  option,  such  $15  minimum  repay¬ 
ment  shall  be  divided  among  such  insti¬ 
tutions  in  proportion  to  the  total  amount 
of  principal  advanced  by  each  of  the 
institutions. 

(2)  Direct  Loans,  (i)  If  monthly  re¬ 
payment  amotmts  of  principal  and  in¬ 
terest  which  would  otherwise  be  required 
pursuant  to  paragraph  (c)  of  this  section 
on  a  Direct  Loan  are  less  than  $30  a 
month  (or  the  equivalent  amount  for 
loans  repaid  on  a  bi-monthly  or  quarter¬ 
ly  basis) ,  the  institution  may  at  its  op¬ 
tion  and  if  it  has  so  provided  in  the  note 
evidencing  the  loan,  require  a  student 
borrower  to  make  such  payments  of 
principal  and  interest  at  a  monthly  rate 
of  not  more  than  $30.  (li)  If  a  borrower 
has  obtained  Direct  Loans  from  more 
than  (me  Institution  and  if  the  monthly 
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repayment  amounts  of  principal  and  In¬ 
terest  are  less  than  the  equivalent  of  $30 
per  month,  and  only  one  Institution  ex¬ 
ercises  the  $30  minimum  monthly  repay¬ 
ment  option,  the  Institution  which  exer¬ 
cises  the  option  shall  receive  the  differ¬ 
ence  between  $30  and  the  monthly  re- 
pasrment  rate  of  principal  and  Interest 
owed  to  the  other  Institution.  (Ill)  If  a 
borrower’  has  obtained  Direct  Loans 
from  more  than  one  institution  and  if  the 
monthly  repayment  amounts  of  princi¬ 
pal  and  interest  are  less  than  the  equiv¬ 
alent  of  $30  per  month  and  each  of  the 
institutions  exercises  the  $30  minimum 
monthly  repayment  option,  such  $30 
piinlrmnn  repa3mient  shall  be  divided 
among  such  Institutions  In  proportion 
to  the  total  amotmt  of  principal  ad¬ 
vanced  by  each  of  the  institutions. 

(f)  Penalty  charges.  An  instltuticm 
may  provide  in  the  note  evidencing  a 
loan  for  the  assessment  of  a  charge  for 
the  failure  of  the  borrower  to  pay  all  or 
any  part  of  an  Installment  when  due,  or 
to  file  timely  and  satisfactory  evidence 
of  an  entitlement  to  deferment  benefits 
under  §  144.34  or  cancellation  benefits 
under  subpart  D  of  this  part.  The  amoimt 
of  any  such  charge  may  not  exceed: 

(1)  In  the  case  of  a  loan  which  Is  re¬ 
payable  in  monthly  installments,  $1  for 
the  first  month  or  part  thereof  by  which 
each  such  Installment  or  evidence  is  late 
and  $2  for  each  such  month  or  part 
thereof  thereafter;  or 

(2)  In  the  case  of  a  loan  which  is  re¬ 
payable  in  bimonthly  or  quartely  install¬ 
ments  $3  and  $6  respectively  for  each 
such  interval  or  part  thereof  by  which 
each  such  Installment  or  evidence  is  late 
and  for  each  such  bimonthly  or  quarterly 
period  or  part  thereafter. 

The  institution  may  elect  to  add  the 
amount  of  any  such  charge  to  the  prin¬ 
cipal  amoimt  of  the  loan  as  of  the  first 
day  after  the  day  on  which  such  install¬ 
ment  or  evidence  was  due,  or  to  make 
the  amount  of  the  charge  payable  to  the 
Institution  not  later  than  the  due  date  of 
the  next  Installment  after  receipt  by  the 
borrower  of  notice  of  the  assessment  of 
the  charge. 

(g)  Security  and  endorsement.  The 
note  evidencmg  a  loan  shall  provide  that 
the  loan  shall  be  made  without  security 
and  without  endorsement,  except  that 
security  or  endorsement  may  be  required 
If  the  borrower  is  a  minor  and  if  under 
applicable  State  law  a  note  executed  by 
him  would  not  create  a  binding  obliga¬ 
tion. 

(20  U.S.C.  425  and  1087dd) 

(h)  Assignment  of  notes.  The  note  evi¬ 
dencing  a  loan  shall  provide  that  the 
note  may  not  be  assigned  except  to  the 
United  States  (or  to  a  party  specifically 
approved  by  the  Commissioner),  or  to 
another  Institution  to  which  the  borrow¬ 
er  transfers  which  is  participating  in  the 
program,  or  if  not  so  participating,  is 
eligible  to  do  so  and  is  approved  by  the 
Commissioner  for  receipt  of  the  assign¬ 
ment  of  such  notes. 

(20  US.C.  1087cc-dd) 


(1)  Acceleration.  The  note  evidencing 
a  loan  shall  provide  that  In  the  event 
of  a  failure  by  the  borrower  to  make  a 
scheduled  repayment  of  any  of  the  in¬ 
stallments  due  on  the  note,  the  entire 
impald  indebtedness,  including  interest 
due  and  accrued  thereon  and  'any  pen¬ 
alty  charges  assessed  piursuant  to  para¬ 
graph  (f)  of  this  section  shall,  at  the 
option  of  the  institution,  become  imme¬ 
diately  due  and  payable. 

(j)  Costs  of  collection.  The  note  evi¬ 
dencing  a  loan  may,  at  the  option  of  the 
institution,  provide  that  the  borrower 
shall  be  liable  for  all  attorneys’  fees  and 
other  costs  and  charges  necessary  for  the 
collection  of  any  repayment  installment 
not  paid  when  due. 

(20  U.S.C.  42S  and  1087dd) 

§  144.33  Minimum  rate  of  repayment  if 
the  borrower  received  both  Defense 
and  Direct  Loans. 

(a)  The  provisions  of  this  section  shall 
apply  to  the  repayment  of  loans  by  a 
borrower  who  h^  received  both  Defense 
and  Direct  Loans. 

(b)  If  the  sum  of  the  monthly  repay¬ 
ment  amounts  of  principal  and  interest 
that  a  borrower  would  otherwise  be  re¬ 
quired  to  repay  on  his  Defense  and  Di¬ 
rect  Loans  pursuant  to  §  144.32(c)  is  at 
least  $30  (or  the  equivalent  amount  for 
loans  repaid  on  a  bi-monthly  or  quar¬ 
terly  basis) ,  the  institution  may  not  ex¬ 
ercise  the  option  provided  in  either 
promissory  note  to  increase  the  mini¬ 
mum  monthly  repayment  amount  even 
though  the  amount  to  be  repaid  by  the 
borrower  on  his  Defense  Loans  is  less 
than  the  equivalent  of  $15  per  month  or 
the  amount  to  be  repaid  on  his  Direct 
Loans  is  less  than  the  equivalent  of  $30 
per  month. 

(c)  If  the  sum  of  the  monthly  repay¬ 
ment  amoimts  of  principal  and  interest 
that  a  borrower  would  otherwise  be  re¬ 
quired  to  repay  on  his  Defense  and  Di¬ 
rect  Loans  pmsuant  to  S  144.32(c)  is 
less  than  $30  (or  the  equivalent  amount 
for  loans  repaid  on  a  bi-monthly  or 
quarterly  basis) ,  the  Institution  may  not 
exercise  the  option  provided  in  either 
promissory  note  to  increase  the  mini¬ 
mum  monthly  repayment  amount  of 
principal  and  Interest  in  such  a  fashion 
as  to  require  a  monthly  repayment 
greater  than  $30  (or  the  equivalent 
amoimt  for  loans  paid  on  a  bi-monthly 
or  quarterly  basis) . 

(d)  If  (1)  the  sum  of  the  monthly  re¬ 
payment  amounts  of  principal  and  in¬ 
terest  that  a  borrower  would  otherwise 
be  required  to  repay  on  his  Defense  and 
Direct  Loans  pursuant  to  §  144.32(c)  is 
less  than  $30  (or  the  equivalent  amount 
for  loans  repaid  on  a  bi-monthly  or 
quarterly  basis),  (2)  the  amount  other- 
T^e  required  to  be  repaid  on  the  Defense 
Loan  pursuant  to  §  144.32(c)  is  less  than 
$15  per  month  (or  the  equivalent  amoimt 
for  loans  repaid  on  a  bi-monthly  or 
quarterly  basis),  and  (3)  the  institution 
exercises  its  option  for  a  minimum 
monthly  repajnnent  as  provided  in  S  144.- 
32(e)  under  one  or  both  loans,  no  more 


than  $15  (or  the  equivalent  amount  for 
loans  paid  on  a  bi-monthly  or  quarterly 
basis)  may  be  attributed  to  the  Defense 
Loan  and  that  $15  may  be  attributed  to 
the  Defense  Losin  only  If  the  Institution 
exercises  its  minimum  repayment  option 
on  the  Defense  Loan. 

(20  n.S.C.  425  and  1087dd;  Section  137d  of 
Pub.  L.  92-318) 

§  144.34  Deferment  of  repayment. 

(a)  The  note  evidencing  a  loan  shall* 
provide  that  Installments  of  principal 
need  not  be  paid  and  Interest  shall  not 
accrue  on  the  loan  during  any  period  (1) 
in  which  the  borrower  is  carr^g  at  an 
institution  of  hledicr  education  or  at  a 
comparable  institution  outside  the  Unit¬ 
ed  States  approved  for  this  purpose  by 
the  Commi^ioner,  at  least  one-half  the 
normal  full-time  academic  work  load  as 
determined  by  the  Institution;  (2)  not  in 
excess  (rf  three  years  during  which  the 
borrower  is  a  member  of  the  Armed 
Forces  of  the  United  States;  (3)  not  in 
excess  of  three  years  during  which  the 
borrower  is  In  service  as  a  volunteer  un¬ 
der  the  Peace  Corps  Act;  or  (4)  not  in 
excess  of  three  years  during  which  the 
borrower  is  a  VISTA  volunteer  under  Ti¬ 
tle  I — Part  A  of  the  Domestic  Service  Act 
of  1973  Pub.  L.  93-113.  (formerly  -ntie 
vm  of  the  Economic  Opportunity  Act  of 
1964) .  Any  such  periods  shall  not  be  in¬ 
cluded  in  determining  the  10  year  repay¬ 
ment  period  specified  in  §  144.32(c). 

(b)  Extraordinary  circumstances.  If  a 
student  who  has  borrowed  from  a  Fund 
is  unable,  due  to  extraordinary  circum¬ 
stances  such  as  prolonged  Illness  or  un¬ 
employment.  to  make  a  payment  when 
due  in  accordance  with  his  repasnnent 
plan,  he  may  apply  to  the  institutiim  to 
whose  Fund  he  Is  indebted  for  revision 
of  his  schedule  of  repayment.  The  insti¬ 
tution  may  then  revise  the  borrower’s 
r^ayment  plan  except  that  where  the 
action  taken  by  the  institution  would  in¬ 
volve  an  extension  of  the  repasnnent  pe¬ 
riod  provided  for  in  §  144.32(c) ,  such  ac¬ 
tion  must  first  be  approved  by  the  Com¬ 
missioner.  Interest,  however,  shall  con¬ 
tinue  to  accrue. 

(c)  (1)  If  an  institution  elects  the 
minimum  monthly  repaymmt  rate  set 
forth  in  §  144.32(e)  with  regard  to  a  bor¬ 
rower,  and  the  borrower  is  unable  due  to 
extraordinary  circumstances  such  as 
prolonged  Illness  or  unemployment,  to 
make  a  payment  when  due,  the  institu- 
ticm  may,  upon  application  of  the  bor¬ 
rower,  defer  the  borrower’s  repayments 
or  revise  his  repayment  schedule  for  a 
period  of  not  more  than  one  year.  If,  at 
the  end  of  such  a  period,  the  borrower  is 
still  unable  to  repay  his  loan  at  the  rate 
of  $30  per  month,  the  institution  may, 
upon  reevaluation  of  the  borrower’s  fi¬ 
nancial  situation,  defer  or  revise  the 
borrower’s  repayment  schedule  for  an¬ 
other  period  of  not  more  than  one  year. 
Interest,  however,  continues  to  accrue. 

(2)  The  institution  may  not  grant  the 
relief  described  In  subparagraph  (1)  of 
this  section  if  the  revision  or  deferment 
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will  result  in  a  repayment  period  longer 
than  the  one  provid^  in  §  144.32(c). 

<d)  Less  than  half-time  attendance. 
For  Defense  Loans,  the  institution  may 
provide  that  installments  need  not  be 
paid  during  any  period  or  periods,  ag¬ 
gregating  not  in  excess  of  three  years, 
during  which  the  borrower  is  enrolled 
and  in  attendance  as  less  than  a  half¬ 
time  student  at  an  institution  of  higher 
education  taking  courses  which  are 
creditable  toward  a  degree.  The  institu¬ 
tion  may  also  provide  that  any  such  pe¬ 
riod  will  not  be  included  in  determining 
the  10-year  period  during  which  the  re¬ 
payment  must  be  completed,  but  interest 
shall  continue  to  accrue  during  any  such 
period. 

(20  U.S.C.  425  and  1087d<l) 

§  144.35  Postponement  of  loan  repay¬ 
ments  in  anticipation  of  cancellation. 

(a)  An  institution  shall  postpone  loan 
repayments  for  a  twelve  month  period  If 
the  borrower 

(1)  Will  be  teaching  or  providing  other 
services  which  would  enable  him  to  have 
a  portion  of  his  loan  cancelled  and 

(2)  Has  submitted  a  statement  signed 
by  a  responsible  official  of  the  militaiy, 
agency,  school  or  institution  emplp3dng 
the  borrower  that  the  borrower  will  be 
so  employed.  Such  a  statement  should 
include  the  borrower’s  job  description, 
the  period  of  emplosmient,  and  the  full¬ 
time  or  part-time  nature  of  the  employ¬ 
ment. 

(b)  If  a  borrower  has  received  both 
Defense  loans  and  Direct  loans  and  he  is 
eligible  for  cancellation  benefits  on  only 
one  of  those  loans,  only  the  loan  repay¬ 
ments  due  on  the  loan  for  which  can¬ 
cellation  is  available  may  be  postponed. 
(20  U.S.C.  425  and  1087dd-ee) 

§  144..36  Treatment  of  loan  repayments 
where  cancellation,  loan  repayments, 
and  minimum  monthly  repayments 
apply. 

fa)  Minimum  monthly  repayment 
rate.  Notwithstanding  the  provisions  of 
§§  144.32(e)  or  144.33  if  (1)  a  borrower 
has  received  Defense  Loans  or  Direct 
Loans  or  both  and  the  notes  evidencing 
such  loans  include  a  minimum  monthly 
repayment  provision,  (2)  the  institution 
postpones  the  borrower’s  loan  repay¬ 
ments  under  one  or  both  loans  pursuant 
to  §  144.35,  and  (3)  the  borrower  receives 
a  partial  cancellation  on  one  or  both  of 
such  loans  for  that  period,  the  institu¬ 
tion  may  not  exercise  the  minimum 
monthly  repayment  provision  in  the  note 
or  notes  which  are  subject  to  partial 
cancellation  for  the  period  covered  by 
the  postponement. 

(b)  If  a  borrower  has  received  both 
Defense  and  Direct  Loans  and  is  eligible 
to  have  only  one  of  those  loans  cancelled, 
the  amount  due  on  the  loan  not  being 
cancelled  shall  be  at  the  rate  establl^ed 
pursuant  to  §  144.32(c)  or  (e),  which¬ 
ever  is  applicable. 

(20  U.S.C.  425  and  1087dd-ee) 


Subpart  C — Loan  Collection — Due 
Diligence 

§  144.41  General. 

Each  institution  at  which  a  Ftmd  is 
established  shall  exercise  due  diligenoe 
as  described  in  this  subpart  in  the  col¬ 
lection  of  the  amoimts  due  and  payable 
to  its  Fund.  In  the  exercise  of  such  re¬ 
sponsibility  each  institution  must  con¬ 
sistently  utilize  extensive  and  forceful 
collection  practices.  In  particular,  an 
institution  shall: 

(a)  Provide  to  each  borrower,  not  later 
than  the  time  when  he  signs  his  promis¬ 
sory  note,  full  disclosure  of  his  rights 
and  obligations  thereunder; 

(b) (1)  Conduct  an  exit  interview  as 
described  in  §  144.42  with  each  borrower 
prior  to  his  leaving  the  institution  and 
provide  the  borrower  at  that  time  with  a 
copy  of  his  repayment  schedule  specify¬ 
ing  the  total  amount  of  the  loan  and  the 
dates  and  amounts  of  installments  as 
they  bec<»ne  due; 

(2)  If  a  borrower  leaves  the  institu¬ 
tion  without  notice,  the  Institution  shall 
mail  the  borrower  a  copy  of  his  note  and 
2  copies  of  his  repayment  schedule  and 
shall  request  the  borrower  to  sign  and 
return  one  of  the  copies  of  the  repayment 
schedule.  • 

(c)  Maintain  a  written  record  of  the 
exit  Interview,  including  a  repayment 
schedule  signed  by  the  borrower  which 
shall  be  made  a  part  of  the  borrower’s 
file; 

(d)  Maintain  ccmtact  with  the  bor¬ 
rower  after  his  leaving  the  institution 
in  order  to  facilitate  billing  and  in  order 
to  keep  him  informed  on  a  timely  basis 
of  all  changes  in  the  program  affecting 
his  rights  and  obligations. 

(20UB.C.  1087CC) 

§  144.42  Ctmtact  with  the  borrower  prior 
to  repayment  period. 

(a)  Coordination  of  institutional  of¬ 
fices.  Each  institution  shall  provide  for 
the  exchange  of  information  among  all 
appropriate  institutional  offices,  e.g.,  the 
registrar,  student  financial  aid,  business, 
and  alumni  offices  in  order  to  determine 
( 1 )  the  approximate  time  a  borrower  will 
graduate  in  order  that  an  exit  interview 
may  be  conducted,  or  (2)  whether  a  stu¬ 
dent  has  left  school  without  proper  notice 
so  that  it  may  mail  the  borrower  required 
information. 

(b)  Exit  interview.  (1)  Each  institu¬ 
tion  shall,  if  possible,  conduct  an  exit 
interview  with  each  borrower  prior  to 
the  time  the  borrower  leaves  the  institu¬ 
tion.  The  exit  Interview  shall  be  con¬ 
ducted  on  an  individual  basis,  except 
that,  if  individual  interviews  are  not 
feasible,  the  institution  may  conduct 
group  exit  interviews. 

(2)  During  the  exit  Interview  the  in¬ 
stitution  shall  provide  the  borrower  with 
a  detailed  explanation  of  his  obligations 
and  rights.  It  shall  advise  the  borrower: 

(i)  Of  the  fact  that  he  has  received  a 
loan  which  must  be  repaid  on  a  timely 
basis  as  called  for  in  his  repayment 
.schedule,  (ii)  of  his  responsibility  to  in¬ 


form  the  institution  Immediately  of  any 
change  of  address,  (iii)  of  the  full 
amount  of  his  loan  including  the  inter¬ 
est  rate,  (iv)  of  the  date  and  amount 
when  the  first  payment  becomes  due,  (v) 
of  his  responsibility  to  contact  the  in¬ 
stitution  prior,  to  the  due  date  of  any  in¬ 
stallment  if  payment  cannot  be  made  for 
any  reason,  (vi)  of  his  rights  to  defer¬ 
ment  piirsuant  to  §  144.34,  postponement 
pursuant  to  §  144.35,  and/or  cancellation 
pursuant  to  §  144.51  through  §  144.56  as 
well  as  his  responsibility  to  submit  timely 
certification  of  such  right  to  the  defer¬ 
ment,  postponement,  and/or  cancella¬ 
tion,  (vU)  of  his  right  to  accelerate  loan 
repayments  without  penalty,  (viii)  of 
any  optional  features  which  the  institu¬ 
tion  has  inserted  in  its  note  including  the 
minimum  monthly  repayment  provision 
pursuant  to  S  144.32(e),  total  costs  of 
collection  chargeable  to  the  borrower 
pursuant  to  §  144.32 (j),  and  penalty 
charges  pursuant  to  §  144.32(f) . 

(c)  The  institution  shall  contact  each 
borrower  no  less  than  three  times  during 
the  borrower’s  9  month  grace  perior  as 
follows:  (1)  90  days  into  the  grace  period 
the  Institution  shall  transmit  to  the  bor¬ 
rower  in  writing  the  information  de¬ 
scribed  in  paragraph  (b)  (2)  of  this  sec¬ 
tion  and  such  other  information  as  is 
necessary  to  satisfy  Truth  in  Lending 
Act  regulations;  (2)  180  days  into  the 
grace  period  the  institution  shall  notify 
the  borrower  of  the  date  of  expiration 
of  the  IXMTOwer’s  grace  period;  and  <3) 
no  less  than  30  days  preceding  the  due 
date  of  the  first  repayment  installment 
the  institution  shall  notify  the  borrower 
of  the  date  when  his  first  payment  be¬ 
comes  due  and  of  the  amoimt  of  princi¬ 
pal  and  interest  due  at  that  time. 

(d)  If  the  institution  finds  that  a  bor¬ 
rower’s  address  has  changed,  it  shall  im- 
I^ement  the  procedures  set  forth  in 
S  144.43(a)  (4)  in  order  to  secure  the  bor¬ 
rower’s  correct  address. 

(20  U.S.C.  425  and  1087cc) 

§  144.43  Billing  procedures. 

(a)  Each  Institution  shall  establish 
and  maintain  regular  billing  and  follow¬ 
up  procedures  during  the  period  in  which 
any  outstanding  balance  remains  unpaid. 
Including: 

(1)  ’The  sending  of: 

(1)  A  letter  of  notice  and  a  statement 
of  account  to  each  borrower  no  later 
than  30  days  preceding  the  date  on  which 
the  first  repayment  Installment  is  due; 

(ii)  A  statement  of  account  to  each 
borrower  no  fewer  than  10  days  preced¬ 
ing  the  due  date  of  each  payment  subse¬ 
quent  to  the  first  payment,  unless  a 
coupon  syst^  is  est^llshed; 

(iii)  When  any  payment  is  not  re¬ 
ceived  within  15  days  of  the  due  date, 
a  telephoned  or  written  demand  to  the 
borrower  for  payment  followed  by  two 
more  such  demands  spaced  30  days  apart 
if  no  response  to  the  initial  demand  is 
received; 

(2)  The  maintenance  of  a  monthly 
list  of  payments  in  arrears  with  respect 
to  loans  not  paid  when  due; 
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(3)  Other  procedures  for  effecting 
prompt  and  regular  repayment  includ¬ 
ing  personal  or  telephonic  contact  where 
possible; 

(4)  In  the  case  of  a  borrower  whose 
address  is  no  longer  known,  which  may 
be  evidenced  by  return  of  mail,  perform¬ 
ance  of  a  thorough  search  of  all  reason¬ 
ably  accessible  information  which  may 
lead  to  the  borrower’s  current  address, 
including  records  checks  in  all  appropri¬ 
ate  institutional  offices,  checks  of  the 
telephone  directory  or  information  oper¬ 
ator  in  the  city  or  town  of  the  borrower’s 
last  known  address,  long  distance  phone 
calls  to  the  borrower  if  a  phone  number 
has  been  obtained  and  the  use  of  the 
Office  of  Education’s  skip-tracing  serv¬ 
ice,  which  will  be  provided  free  of  charge 
to  the  institution. 

(b)  Costs  incurred  by  the  institution 
in  carrying  out  the  activities  enumerated 
in  paragraph  (a)  of  this  section  shall  be 
considered  routine  administrative  ex- 
♦  penses  which  may  not  be  charged  to  the 
Fund,  except  for  the  costs  of  long  dis¬ 
tance  phone  calls  to  the  borrower  de¬ 
scribed  in  paragraphs  (a)  (3)  and  (a)  (4) 
of  this  section,  which  may,  in  accordance 
with  §  144.46,  be  considered  other  collec¬ 
tion  costs  chargeable  to  the  Fund. 

(20  U.S.C.  424  and  1087cc) 

§  144.44  Skip-tracing  activities. 

"  (a)  If  an  institution  is  still  imable  to 

locate  a  borrower,  in  spite  of  its  efforts 
pursuant  to  S  144.43(a)  (4),  it  shall  en¬ 
gage  the  services  of  a  commercial  skip 
tracing  organization  or  perform  equiva¬ 
lent  skip  tracing  activities  with  its  own 
personnel. 

(b)  If  the  borrower’s  address  is  located 
as  a  result  of  the  activities  desm'ibed  In 
paragraph  (a)  of  this  section,  the  in¬ 
stitution  shall  immediately  contact  the 
borrower  for  the  purpose  of  collecting 
amounts  past  due. 

(20  U.S.C.  424  and  1087cc) 

§  144.43  Collection  procedures. 

(a)  If  an  institution  is  still  unable  to 
obtain  payment  from  a  borrower  after 
performing  all  of  the  activities  set  forth 
in  §§  144.43  and  144.44,  it  shall  utilize 
the  services  of  a  collection  agency  or 
perform  such  collection  activities  with 
its  own  personnel  or  shall  resort  to  liti¬ 
gation. 

(b)  If  a  collection  agency  is  used  it 
must  be  bonded  in  an  amount  to  cover 
those  particular  assets  of  the  Fund 
which  are  under  the  control  of  the 
agency  at  any  particular  time. 

(c)  Notwithstanding  the  provisions  of 
paragraph  (a)  of  this  secticm,  if  the 
amount  of  principal  and  interest  out¬ 
standing  on  a  loan  is  not  more  than  $2, 
the  institution  may  write-off  that 
amount  and  need  not  take  any  further 
collection  action  with  regard  to  that 
loan. 

(20  U.S.C.  424  and  1087cc) 

§  144.46  Other  collection  co.>ls— litiga¬ 
tion  costs. 

(a)  Reasonable  costs  incurred  in  car¬ 
rying  out  the  activities  described  in 


§§  144.44(a)  and  144.45  and  the  costs  of 
long  distance  calls  incurred  in  carrying 
out  S  144.43  (a)  (3)  and  (a)  (4)  and 
§  144.44(b)  shall  be  considered  other  col¬ 
lection  costs  and  may  be  charged  to  the 
Fund,  except  that  any  collection  costs 
paid  by  the  borrower  may  not  be  charged 
to  the  Fund.  For  audit  purposes,  such 
costs  must  be  supported  by  appropriate 
financial  statements  (e.g.  telephone  bills 
and  collection  agency  bills).  The  state¬ 
ment  of  the  collection  agency  shall  indi¬ 
cate  specific  amounts  collected  and 
charges  retained. 

(b)  If  an  institution  elects  to  perform 

its  own  collections,  rather  than  using  a 
collection  agency,  its  actual  costs  of  col- 
leciton  may  be  considered  an  other  col¬ 
lection  cost  and  charged  to  the  Fund,  so 
long  as  such  costs  do  not  exceed  the  costs 
that  would  have  been  permitted  under 
paragraph  (a)  of  this  section  if  the  in¬ 
stitution  had  used  a  commercial  collec¬ 
tion  agency.  i 

(c)  Reasonable  litigation  costs  in¬ 
curred  in  carrying  out  this  subpart  may 
be  charged  to  the  Fimd. 

(20  U.S.C.  424  and  1087cc) 

§  144.47  Utilization  of  fiscal  agent. 

(a)  If  an  institution  utilizes  a  billing 
service,  collection  agency  or  any  other 
type  of  fiscal  agent  in  carrying  out  its 
functions  under  this  part,  the  fimction 
of  such  service  or  agency  must  be  limited 
solely  to  the  performance  of  ministerial 
acts.  The  ultimate  responsibility  of  the 
institution  to  make  determinations  rela¬ 
tive  to  the  making  and  collection  of  loans 
and  decisions  relative  to  cancellation  and 
deferment  of  loans  cannot  be  delegated. 

(b)  If  a  billing  service  is  used  to  carry 
out  the  functions  pursuant  to  §  144.43, 
the  billing  service  may  not  deduct  its  fee 
from  the  funds  it  receives  from  bor¬ 
rowers. 

(20  U.S.C.  424  and  1087cc) 

§  144.48  U  se  of  commonly  owned  billing 
service  and  eolleetion  agency  proliib- 
iled. 

If  in  carrying  out  the  activities  re¬ 
quired  under  §  144.43  an  institution  uses 
a  c(;mmercial  billing  service,  it  may  not 
utilize  a  collection  agency  pursuant  to 
§  144.45  which  owns  or  controls,  or  is 
owned  or  controlled  by,  the  billing  service 
or  which  is  owned  and  controlled  by  a 
corporation,  partnership,  association  or 
individual  which  also  owns  or  controls 
the  billing  service. 

(20  U.S.C.  1087CC) 

§  144.49  Baiikriipley  of  borrower. 

An  institution  shall  refrain  from  col¬ 
lection  activity  with  respect  to  a  loan  in 
the  event  the  borrower  is  adjudicated  a 
bankrupt  and  such  loan  has  been  dis¬ 
charged.  However,  no  such  loan  shall  be 
written  off  until  an  official  notice  of  the 
adjudication  has  been  received  by  the 
institution.  Such  notification  must  be 
maintained  in  the  file  of  that  borrower 
to  support  the  writeoff  entry.  If  the  in¬ 
stitution  receives  any  payment  from  a 
borrower  subsequent  to  his  adjudication 


as  a  bankrupt,  it  shall  deposit  such  pay¬ 
ment  in  its  Fund. 

(20  U.S.C.  424,  1087CC) 

Subpart  D — Loan  Cancellation 
§  144.51  Special  definitions. 

P\)r  purposes  of  this  subpart: 

(a)  “Academic  year  or  its  equivalent” 
means 

(1)  With  respect  to  elementary  and 
secondary  school  teachers  and  teachers 
of  handicapped  children  in  a  public  or 
nonprofit  elementary  or  secondary  school 
system,  a  school  year  or  two  complete 
and  consecutive  half  years  from  different 
school  years,  excluding  summer  sessions, 
falling  generally  within  a  12  month 
period;  and 

(2)  With  respect  to  teachers  in  in¬ 
stitutions  of  higher  education,  the  equiv¬ 
alent  of  two  semesters,  two  trimesters  or 
three  quarters  generally  falling  within  a 
12  month  period. 

(b)  “Elementary  school”  means  a 
school  which  provides  elementary  educa¬ 
tion  including  education  below  grade  1, 
as  determined  under  State  law,  or,  if  such 
a  school  is  not  in  any  State,  as  deter¬ 
mined  by  the  Commissioner. 

(c)  “Full-time  teacher”  means  a  per¬ 
son  professionally  employed  on  a  full¬ 
time  basis  by,  and  to  carry  out  the  cur¬ 
riculum  of,  (1)  an  elementary  school  or 
secondary  school,  or  (2)  several  elemen¬ 
tary  or  secondary  schools  within  the 
same  local  school  district  or  local  educa¬ 
tional  agency,  or  (3)  a  public  or  nonprofit 
private  elementary  or  secondary  school 
system  with  regard  to  the  teaching  of 
handicapped  children,  or  (4)  an  institu¬ 
tion  of  higher  education,  or  (5)  a  con¬ 
sortium  of  institutions  of  higher  educa¬ 
tion.  This  term  includes  persons  engaged 
in  classroom  instruction  and  also  in¬ 
cludes  persons  otherwise  engaged  in  a 
professional  capacity  in  providing  direct 
and  personal  services  to  students,  which 
services  have  the  objective  of  furthering 
the  educational  development  of  such  stu¬ 
dents  enrolled  in  such  school  (s)  or 
institution  (s) . 

This  term,  with  respwt  to  a  teacher  in 
an  institution  of  higHer  education,  does 
not  include  persons  engaged  in -teaching 
any  program  of  elementary  or  secondary 
education  imless  the  program  is  spe¬ 
cifically  designed  to  prepare  high  school 
graduates  for  a  program  of  postsecond¬ 
ary  education. 

(d)  “Handicapped ,  children”  means 
children  who  are  mentally  retarded,  hard 
of  hearing,  deaf,  speech-impaired,  visual¬ 
ly  handicapped,  seriously  emotionally 
disturbed,  or  otherwise  health-impaired 
who  by  reason  thereof  require  special  ed¬ 
ucation  and  related  services. 

(e)  “Local  educational  agency”  means 
a  public  board  of  education  or  other  pub¬ 
lic  authority  legally  constituted  within  a 
State  for  either  administrative  control  or 
direction  of,  or  to  perform  a  service  func¬ 
tion  for,  public  elementary  or  secondary 
schools  in  a  city,  coimty,  township,  school 
district,  or  other  political  subdivision  of 
a  State,  or  such  combination  of  school 
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districts  or  counties  as  Is  recognized 
in  a  State  as  an  administrative  agency 
for  its  public  elementary  or  secondary 
schools.  Such  term  also  includes  any 
other  public  institution  or  agency  having 
administrative  control  and  direction  of 
a  public  elementary  or  secondary  school. 

<f>  “Secondary  school”  means  a  school 
which  provides  secondary  education  as 
determined  imder  State  law,  or  if  such 
school  is  not  in  any  State,  as  determined 
by  the  Commissioner,  except  that  such 
education  does  not  include  any  education 
provided  beyond  grade  12. 

^g)  “State  educational  agency”  means 
the  State  board  of  education  or  other 
agency  or  officer  primarily  responsible  in 
a  State  for  the  supervision  of  public 
elementary  and  secondary  schools,  or  if 
there  is  no  such  officer  or  agency,  an  offi¬ 
cer  or  agency  designated  by  the  Governor 
or  by  State  law. 

(20U.S.C.  425, 1087ee.  1141) 

§  144.52  Teacher  cancellation— Defense 
Loans. 

The  following  provisions  apply  to  De¬ 
fense  Loans: 

(a)  (1)  Except  as  provided  for  in  para¬ 
graphs  (b)  and  (c)  of  this  section,  a  bor¬ 
rower  is  entitled  to  have  up  to  50  percent 
of  any  loan  plus  the  interest  thereon  can¬ 
celled  for  services  as  a  full-time  teacher 
in  (i)  a  public  or  other  nonprofit  elemen¬ 
tary  or  secondary  school  in  a  State,  (11) 
an  institution  of  higher  education  or  (ill) 
an  elementary  or  secondary  school  over¬ 
seas  of  the  Armed  Forces  of  the  United 
States. 

(2)  Loans  under  this  paragraph  will  be 
cancelled  at  the  rate  of  10  percent  of  the 
total  amoimt  of  such  loans  plus  the  In¬ 
terest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  such 
teaching  service. 

(b)  (1)  A  borrower  is  entitled  to  have 
the  entire  amount  of  any  loan  plus  the 
Interest  thereon  cancelled  for  services  as 
a  full-time  teacher  in  a  public  or  other 
nonprofit  elementary  or  secondary 
school  (i)  which  is  in  the  school  district 
of  a  local  educational  agency  which  Is 
eligible  in  that  year  for  assistance  pur¬ 
suant  to  Title  I  of  the  Elementary  and 
Secondary  Education  Act  of  1965,  and 
(ii)  which,  for  the  purpose  of  this  sub- 
paragraph  and  for  that  year,  has  been 
determined  by  the  Commissioner  after 
consultation  with  the  State  educational 
agency  of  the  State  in  which  the  school 
is  located,  to  be  a  school  In  which  there 
Is  a  high  concentration  of  students  from 
low-income  families;  however,  that  de¬ 
termination  shall  not  be  made  with  re¬ 
spect  to  more  than  25  percent  of  the 
total  of  the  public  and  other  nonprofit 
elementary  and  secondary  schools  in  any 
State  for  any  one  year  unless  all  of  the 
schools  so  determined  are  schools  In 
which  the  enrollment  of  children  de¬ 
scribed  in  section  103(c)  (1)  (A) ,  (B) ,  or 
<C),  (formerly  section  103(a)(2)  (A), 
<B) ,  or  (C) )  of  Title  I  of  the  Elementary 
and  Secondary  Education  Act  of  1965, 
using  a  low-income  factor  of  $3,000  ex¬ 
ceeds  50  percent  of  the  total  enrollment 
of  that  school.  For  purposes  of  this  para¬ 


graph  low  Income  families  are  those 
families  whose  adjxisted  gross  income  is 
not  more  than  $3,000. 

(2)  Loans  imder  this  paragraph  will 
be  cancelled  at  the  rate  of  15  percent  of 
the  total  amount  of  such  loans  plus  the 
interest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  teaching 
service. 

(3)  The  Commissioner’s  determination 
in  paragraph  (b)(1)  of  this  section 
will  be  based  upon  a  ranking  of  such 
schools  submitted  by  the  State  educa¬ 
tional  agency  for  the  State  in  which  the 
schools  are  located.  Such  schools  shall 
be  ranked  on  the  basis  of  objective  stand¬ 
ards  and  methods  approved  by  the  Com¬ 
missioner  which  take  into  account  the 
numbers  and  percentages  of  students 
from  low-income  families  in  attendance 
in  such  schools.  For  each  school  year  the 
Commissioner  will  make  available  to  each 
institution  of  higher  education  partici¬ 
pating  in  the  program  a  list  of  schools 
which  have  been  determined  to  be  those 
with  a  high  concentration  of  students 
from  low-income  families. 

(4)  Cancellation  as  described  in  this 
paragraph  is  only  available  for  teaching 
service  commencing  with  the  1966-67 
academic  year. 

(c)  (1)  A  borrower  is  entitled  to  have 
the  entire  amoimt  of  any  loan  plus  the 
interest  thereon  cancelled  for  service  as 
a  full-time  teach^  of  handicapped  chil¬ 
dren  in  a  public  or  other  n(miHX>fit  ele¬ 
mentary  or  secondary  sch<x>l  system. 

(2)  Loans  under  this  paragraph  will 
be  cancelled  at  the  rate  oi  15  percent  of 
the  total  amount  of  such  loans  plus  the 
interest  thereon  for  each  complete  aca¬ 
demic  year  or  its  equivalent  of  such 
teaching  service.  — 

(3)  Cancellation  as  described  in  this 
paragraph  is  only  available  for  teaching 
service  commencing  with  the  1967-68 
academic  year. 

120U.S.C.  425(b)  (3)) 

§  144.53  Teacher  cancellation  •  Direct 
Loans. 

The  following  provisions  apply  to  Di¬ 
rect  Loans: 

(a)  (1)  A  borrower  is  entitled  to  have 
the  entire  amount  of  any  loan  plus  the 
Interest  thereon  cancelled  for  services  as 
a  full-time  teacher  in  a  public  or  other 
nonprofit  elementary  or  secondary  school 
(1)  which  is  in  the  school  district  of  a 
local  educational  agency  which  is  ^glbile 
in  such  year  for  assistance  pursuant  to 
Title  I  of  the  Elementary  and  Secondary 
Education  Act  of  1965  and  (ii)  which  for 
the  purpose  of  this  paragraph  and  for 
that  year  has  been  determined  by  the 
Commissioner  after  consultation  with  the 
State  educational  agency  of  the  State  in 
which  the  school  is  located,  to  be  a  school 
in  which  the  enrollment  of  children  de¬ 
scribed  in  section  103(c) (1)  (A),  (B),  or 
(C)  (formerly  section  103(a)(2)  (A), 
(B) ,  or  (C) )  of  Title  I  of  the  Elementary 
and  Secondary  Education  Act  of  1965,  us¬ 
ing  a  low-income  factor  of  $3,000,  exceeds 
30  percent  of  the  total  enrollment  of  that 
school,  except  that  such  determination 
shall  not  be  made  with  respect  to  more 
than  50  percent  of  the  total  number  of 


schools  in  that  State  receiving  assistance 
imder  such  Title  L 

(2)  If  more  than  50  percent  of  the 
schools  in  a  State  receive  assistance  un¬ 
der  Title  I  of  the  Elementary  and  Sec¬ 
ondary  Education  Act  of  1965  and  also 
satisfy  the  conditions  specified  in  sub- 
paragraph  (1)  of  this  paragraph  con¬ 
cerning  enrollment  of  children,  the  Com¬ 
missioner  will  list  schools  for  which  can¬ 
cellation  is  permitted  xrnder  this  para¬ 
graph  from  among  those  eligible  schools 
based  upon  a  ranking  of  such  schools 
submitted  by  the  State  educational 
agency  for  the  State  in  which  the  schools 
are  located.  Such  schools  shall  be  ranked 
on  the  basis  of  objective  standards  and 
methods  approved  by  the  Commissioner 
which  take  into  accoimt  the  number  and 
percentages  of  students  described  in  sub- 
paragraph  (1)  of  this  paragraph  in  such 
schools.  With  respect  to  each  school  year, 
the  Commissioner  will  make  available  to 
each  institution  participating  in  the  pro¬ 
gram  a  list  of  schools  for  which  cancella¬ 
tion  for  teaching  service  is  permitted 
under  this  paragraph. 

(b)  A  borrower  is  entitled  to  have  his 
entire  loan  cancelled  for  service  as  a 
full-time  teacher  of  handicapped  chil¬ 
dren  in  a  public  or  other  nonprofit  ele¬ 
mentary  or  secondary  school  system. 

(c)  Borrowers  qxialifying  for  cancel¬ 
lation  imder  paragraphs  (a)  and  (b)  of 
this  section  will  have  their  loans  can¬ 
celled  at  the  following  rates:  (1)  15  per¬ 
cent  of  the  total  amount  of  such  loans 
plus  the  interest  thereon  for  each  of  the 
first  and  second  complete  academic  years 
or  their  equivalent  of  such  teaching 
services,  (2)  20  percent  of  the  total 
amoimt  of  such  loans  plus  the  interest 
thereon  for  each  of  the  third  and  fourth 
complete  academic  years  or  their  equiv¬ 
alent  of  such  teaching  service,  and  (3) 
30  percent  of  the  total  amount  of  such 
loans  plus  the  interest  thereon  for  the 
fifth  complete  academic  year  or  its 
equivalent  of  such  teaching  seiwice. 

(30  UJ3.C.  1087ee) 

§  144.54  Head  Start  eanrellatiuii. 

(a)  A  borrower  whose  loan  was  made 
under  this  part  after  June  30,  1972  is 
entitled  to  have  the  entire  amount  of 
any  such  loan  plus  the  interest  thereon 
cancelled  for  services  as  a  full-time  staff 
member  in  a  preschool  program  carried 
out  under  section  222(a)  (1)  of  the  Eco¬ 
nomic  Opportunity  Act  of  1964  (Head 
Start)  if  that  program  is  operated  for 
a  period  which  is  comparable  to  a  full 
school  year  in  the  locality;  provided, 
however,  that  the  borrower’s  salary  as 
a  full-time  staff  member  is  not  more 
than  the  salary  of  a  compsutible  em¬ 
ployee  of  the  local  educational  agency 
in  the  area  served  by  the  preschool  pro¬ 
gram.  Loans  imder  this  section  will  be 
cancelled  at  the  rate  of  15  percent  of 
the  total  amount  of  such  loans  plus  the 
Interest  thereon  for  each  complete  school 
year  or  its  equivalent  of  such  service. 

(b)  For  purposes  of  paragraph  (a)  of 
this  section  “Full-time  staff  member” 
means  any  person  regularly  employed 
in  a  professional  capacity  on  a  full-time 
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basis  in  carrying  out  the  educational 
component  of  a  Head  Start  program. 

(20  US.C.  1087ee) 

§  144.55  Military  cancellation. 

(a)  (1)  A  borrower  is  entitled  to  have 
up  to  50  percent  of  any  loan  made  under 
this  part  after  April  13,  1970  but  before 
July  1,  1972  plus  the  interest  thereon 
cancelled  for  services  after  June  30, 1970 
as  a  member  of  the  Armed  Forces  of  the 
United  States. 

(2)  Loans  imder  this  paragraph  will 
be  cancelled  at  the  rate  of  12  percent 
of  the  total  amount  of  such  loans  plus 
the  interest  thereon  for  each  year  of 
consecutive  service  as  a  member  of  the 
Armed  Forces. 

(b)  (1)  A  borrower  is  entitled  to  have 
up  to  50  percent  of  any  loan  made  imder 
this  part  after  June  30,  1972  plus  the 
interest  thereon  cancelled  for  service  as 
a  member  of  the  Armed  Forces  of  the 
United  States  in  an  area  that  qualifies 
for  special  pay  under  section  310  of  Title 
37  of  the  United  States  Code. 

(2)  Loans  under  this  paragraph  will 
be  cancelled  at  the  rate  of  12  percent 
of  the  total  amount  of  such  loans  plus 
the  interest  thereon  for  each  year  of 
qualifying  service. 

(c)  For  purposes  of  this  section,  a  bor¬ 
rower’s  entitlement  to  deferment  of  re¬ 
payment  pursuant  to  §  144.34  shall  be 
deemed  to  run  concurrently  with  any  pe¬ 
riods  during  which  the  cancellation  en¬ 
titlement  has  been  granted. 

(d)  For  purposes  of  this  section  and 
§  144.34,  “Member  of  the  Armed  Forces 
of  the  United  States”  means  an  individr 
ual  who  is  on  full-time  active  duty  in  the 
United  States  Army,  Navy,  Air  Force, 
Marine  Corps,  or  Coast  Guard. 

(20  U.S.C.  426(b)  (3) ,  20  U.S.C.  1087ee) 

§  144.56  Cancellation  for  death  or  dis¬ 
ability. 

(a)  Death.  Any  loan  made  under  this 
part  and  the  interest  thereon  shall  be 
cancelled  upon  the  death  of  the  borrower. 
A  determination  as  to  whether  or  not 
such  cancellation  is  warranted  shall  be 
made  by  the  institution  to  whose  fimd 
the  borrower  is  indebted  on  the  basis  of 
a  certificate  of  death  or  such  other  official 
proof  as  is  conclusive  under  State  law. 

(b)  Permanent  and  total  disability. 
Any  loan  made  imder  this  part  and  the 
interest  thereon  shall  be  cancelled  if  the 
borrower  becomes  permanently  and  to¬ 
tally  disabled  after  receiving  his  loan.  A 
determination  as  to  whether  or  not  a 
borrower  is  entitled  to  such  cancellation 
shall  be  made  by  the  institution  to  whose 
Fund  the  borrower  is  indebted  on  the 
basis  of  medical  evidence  supplied  by  the 
borrower  or  his  representative,  subject  to 
the  approval  of  the  Commissioner  where 
such  entitlement  is  found. 

(c)  For  purposes  of  this  section  “Per¬ 
manent  and  total  disability”  means  the 
inability  to  engage  in  any  gainful  ac¬ 
tivity  because  of  a  medically  determina¬ 
ble  impairment,  which  impairment  is 
expected  to  continue  for  a  long  and  in¬ 
definite  period  of  time,  or  to  result  in 
death. 


(d)  No  Federal  reimbursement.  No 
Federal  reimbursement  shall  be  made  to 
an  institution  for  cancellation  of  loans 
imder  this  section. 

(e)  This  section  applies  retroactively 
to  all  Defense  and  Direct  Loans  whenever 
made. 

(20  U.S.C.  425  and  1087dd  and  section  130 
(g)  (2)  of  the  Education  Amendments  of 
1976,  Pub.  L.  94 - .) 

§  144.57  Responsibility  for  determina¬ 
tion  of  cancellation  entitlement. 

The  determination  as  to  whether  or 
not  a  borrower  is  entitled  to  have  any 
portion  of  his  loan  cancelled  under 
§§  144.52-144.55  shall  be  made  by  the  in¬ 
stitution  to  whose  Fund  such  loan  is 
payable  upon  receipt  and  approval  of  an 
application  for  cancellation  from  such 
student,  to  be  provided  in  a  form  speci¬ 
fied  by  such  institution. 

(20  U.S.C.  426, 1087ce) 

§  144.58  Cancellation  provision  not 
retroactive— No  refund. 

(a)  No  portion  of  any  loan  made  under 
this  part  shall  be  cancelled  for  services 
performed  by  a  borrower  prior  to  the 
date  of  execution  of  his  loan  note. 

(b)  Nothing  in  this  subpart  shall  be 
construed  to  authorize  refunding  of  any 
repayment  of  a  loan,  except  that,  where 
an  overpayment  is  made  by  a  borrower 
as  a  result  of  an  institutional  error,  a 
refund  will  be  allowed. 

(20  U.S.C.  425. 1087ee) 

§  144.59  Reimbursement  by  the  Com¬ 
missioner  of  amounts  cancelled. 

(a)  With  respect  to  loans  made  prior 
to  July  L  1972,  the  Commissioner  will 
pay  to  each  institution  for  each  fiscal 
year  an  amount  which  bears  the  same 
ratio  to  the  interest  which  has  been  pre¬ 
vented  from  accruing  and  the  portion  of 
the  principal  which  has  been  cancelled 
on  student  loans  pursuant  to  §§  144.52 
and  144.55(a)  as  the  total  amount  of  the 
institution’s  capital  contributions  to  its 
Fund  under  this  part  bears  to  the  sum 
of  the  institution’s  capital  contributions 
and  the  Federal  capital  contributions  to 
such  Fund. 

(20  U.S.C.  428) 

(b)  With  respect  to  loans  made  after 
June  30, 1972,  the  Commissioner  will  pay 
to  each  institution,  for  deposit  into  its 
Fund,  for  each  fiscal  year,  an  amount 
equal  to  the  amount  of  principal  and 
interest  thereoi.  which  has  been  can¬ 
celled  from  its  student  loan  Fund  for 
such  year  pursuant  to  §§  144.53,  144.54, 
and  144.55(b). 

(20  U.S.C.  1087ee) 

Subpart  E — Loans  to  institutions  for 
Institutional  Capital  Contributions 

§  144.61  Institutional  loans. 

(a)  The  Commissioner  may  make  a 
loan  to  an  institution  with  which  he  has 
an  agreement  pursuant  to  §  144.8  for  the 
purpose  of  assisting  that  institution  in 
financing  its  “institutional  capital  con¬ 
tribution”  to  its  Student  Loan  Fund  if 
he  determines  that  the  institution  is  un¬ 


able  to  secure  such  funds  from  non- 
Federal  sources  upon  terms  and  condi¬ 
tions  which  are  reasonable  and  con¬ 
sistent  with  the  purposes  of  this  part. 

(b)  Loans  made  to  tnstltutions  under 
this  section  shall  bear  interest  at  a 
rate  which  the  Commissioner  determines 
to  be  adequate  to  cover: 

(1)  The  cost  of  the  funds  to  the 
Treasury  as  determined  by  the  Secretary 
of  the  Treasury  taking  into  consideration 
the  current  average  yields  of  outstand¬ 
ing  marketable  obligations  of  the  United 
States  having  maturities  comparable  to 
the  maturities  of  loans  made  by  the 
Commissioner  under  this  section; 

(2)  The  cost  of  administering  this  sec¬ 
tion;  and 

(3)  Probable  loss. 

(c)  Loans  made  under  this  section 
shall  mature  within  such  periods  as  may 
be  determined  hy  the  Commissioner  but 
such  period  may  not  exceed  fifteen  (15) 
years. 

(20  U.S.C.  427) 

§  144.62  Application. 

(a)  Any  institution  requesting  a  loan 
under  this  subpart  shall  file  an  applica¬ 
tion  with  the  Commissioner  before  the 
closing  date  for  such  application  estab¬ 
lished  by  the  Commissioner.  Such  appli¬ 
cation  shall  contain  the  following  in¬ 
formation  and  shall  be  in  such  form  and 
contain  such  other  information  as  the 
Commissioner  shall  from  time  to  time 
prescribe : 

(1)  The  amount  of  institutional  capi¬ 
tal  contribution  needed  to  match  the  in¬ 
stitution’s  Federal  capital  contribution 
for  the  academic  year; 

’  (2)  The  steps  taken  by  the  institution 
to  obtain  loan  funds  from  non-Federal 
sources  including  the  names  of  and  ad¬ 
dresses  of  the  lending  institutions  con¬ 
tacted; 

(3)  A  description  of  the  best  terms 
available  to  the  institution  from  non- 
Federal  sources  for  borrowing  such 
funds,  including  the  interest  rate,  dura¬ 
tion  of  repayment,  and  the  collateral  or 
security  required;  and 

(4)  If  non-Federal  sources  were  not 
contacted,  an  explanation  as  to  why  non- 
Federal  sources  were  not  contacted. 

(b)  The  application  shall  contain  the 
name  of  the  official  authorized  to  sub¬ 
mit  the  application  and  the  name  of  the 
individual  or  official  who  will  be  re¬ 
sponsible  for  carrying  out  the  program. 
Unless  otherwise  indicated  in  the  appli¬ 
cation,  the  former  individual  or  official 
will  be  deemed  to  be  the  individual  or 
official  to  whom  communications  shall  be 
directed,  the  individual  or  official  who 
shall  be  responsible  for  the  receipt, 
custody,  and  disbursement  of  Federal 
funds,  and  the  individual  or  official  who 
shall  have  ultimate  responsibility  for  the 
accounting  of  such  Federal  funds. 

(20  U.S.C.  427) 

§  144.63  Alloi'atioit  of  Federal  institu¬ 
tional  loans. 

(a)  If  the  amount  of  funds  available 
to  make  Institutional  loans  under  this 
subpart  for  any  fiscal  year  is  less  than 
the  amount  approved  for  institutions  for 


FEDERAL  REGISTER,  VOL  41,  NO.  228 — WEDNESDAY,  NOVEMBER  24,  1976 


51972 


RULES  AND  REGULATIONS 


that  year,  the  Commissioner  will  allo¬ 
cate  such  available  funds  among  all  such 
approved  requests  in  the  same  ratio  as 
the  amoimt  of  each  approved  request 
bears  to  the  siuns  of  the  amounts  of  all 
such  requests. 

(b)  If  an  institution  fails  to  accept  all 
of  the  funds  that  would  otherwise  be 
lent  to  it.  the  Commissioner  shall  reallo¬ 
cate  such  imaccepted  funds  to  other 
institutions  if  the  amount  of  such  funds 
is  sufficient  to  increase  significantly  the 
size  of  the  loans  to  such  other  institu¬ 
tions. 

(20  U.S.C.  427) 

§  144.6-1  Federal  institutional  loan 
agreements. 

An  institutional  capital  contribution 
loan  shall  be  evidenced  by  a  promissory 
note  executed  by  an  official  who  is  duly 
authorized  to  execute  such  notes  on  be¬ 
half  of  the  borrowing  institution.  The 
note  shall  contain  such  provisions  as 
will  effectuate  the  carrying  out  of  the 
purposes  of  this  subpart. 

(20  U.S.C.  427) 

Appendix  A 

ALLOTMENT  OF  FUNDS  TO  STATES  FOB  FISCAL 
YEAB  1973 


Alabama  _  f4, 329, 888 

Alaska . . .  143, 019 

Arizona _  3,  025, 951 

Arkansas _  2,457,919 

California _  30,963,291 

Colorado _  4, 163, 216 

Connecticut _  3, 790, 537 

Delaware _  663,468 

District  of  Columbia _  2, 167, 676 

Florida _  7, 872,  683 

Georgia  _  4,919,990 

HawaU  _ _  1,137,046 

Idaho . .  1,220,847 

lUlnois . . 14,264,322 

Indiana . .  7. 496, 071 

Iowa . 5,  075, 628 

Kansas _  4, 125, 849 

Kentucky _ _ 4,117,819 

Louisiana _  4, 863, 504 

Maine  . .  1, 175, 287 

Maryland _  4, 453, 186 

Massachusetts _  10,  510, 277 

Michigan _  12,  724, 387 

Minnesota _  6. 340, 123 

Mississippi  . . .  3, 292, 103 

Missouri  _  6,  686, 416 

Montana _  1,  233, 084 

Nebraska _  2. 719, 537 

Nevada _  443, 641 

New  Hampshire _  1,228,222 

New  Jersey _  5, 036,  668 

New  Mexico _  1, 670, 800 

New  York _ 23,765,497 

Nmrth  Carolina _  6, 796, 494 

North  Dakota _  1, 339, 610 

Ohio . 13,698,996 

Oklahoma _ _ 4,489,951 

Oregon _  3, 944, 044 

Pennsylvania _  14,293,876 

Rhode  Island _  1,501,312 

South  Carolina _  2,631,093 

South  Dakota _ 1,322,457 

Tennessee _  6, 330, 199 

Texas  _  16, 388, 640 

Utah _  2,976,611 

Vermont _  901, 213 

Virginia _  4,928,348 

Washington _ I _  6,811,589 

West  Virginia . .  2, 696, 336 

Wisconsin _  7,300,992 

Wyoming _  678, 675 


Canal  Zone _  $19, 603 

Guam _  60. 868 

Puerto  Rloo _  2, 114, 969 

Virgin  Islands _  18,082 


Total  _  286,000,000 

Appendix  B — Psomissobt  Note 

NATIONAL  DIEECT  STUDENT  LOAN  PROGRAM 

{Bracketed  clause  may  be  included  at  option 
of  institution) 

I, . . . . . 

promise  to  pay  to _ _ 

hereinafter  called  the  Lending  Institution 

located  at _ _  the 

sum  of  such  amounts  as  may  from  time  to 
time  be  advanced  to  me  and  endorsed  in 
the  Schedule  of  Advances  set  forth  below 
[together  with  all  attorney’s  fees  and  other 
costs  and  charges  necessary  for  the  collection 
of  any  amount  not  paid  when  due]. 

I  further  understand  and  agree  that: 

GENERAL 

I.  All  sums  advanced  pursuant  to  this  note 
are  drawn  from  a  fund  created  under  Part  E 
of  Title  IV  of  the  Higher  Education  Act  of 
1965,  hereinafter  called  the  Act,  and  are  sub¬ 
ject  to  the  Act  and  the  Federal  Regulations 
promulgated  pursuant  to  the  Act.  The  terms 
of  this  note  shall  be  construed  in  accord¬ 
ance  with  the  Act  and  Federal  Regulations, 
copies  which  shall  be  kept  by  the  Lending 
Institution. 

REPAYMENT 

n.  (1)  Interest  shall  accrue  from  the  be¬ 
ginning  of  the  repayment  period  and  shall 
be  at  the  rate  of  3  per  centum  on  the  unpaid 
balance  except  that  no  interest  shall  accrue 
during  any  period  described  in  paragraph 
m  (3). 

{Bracketed  clause  shall  be  included  if  the 
institution  uses  paragraph  JI{3)) 

(2)  [Except  as  provided  in  paragraph  n 

(3)  ]  Repayment  of  principal,  together  with 
interest  thereon,  shall  be  made  over  a  period 
beginning  9  months  after  the  date  on  which 
I  cease  to  be  at  least  a  half-time  student  at 
an  institution  of  higher  education  or  at  a 
comparable  institution  outside  the  United 
States  approved  for  this  purpose  by  the 
United  States  Commissioner  of  Education, 
and  ending,  unless  paragraph  ni  (3)  i^iplles, 
10  years  and  9  months  after  that  date.  I  may 
however  request  that  the  payment  period 
start  on  an  earlier  date.  I  shall  repay  tJie 
principal  and  interest  over  the  course  of  the 
repayment  period  in  equal  monthly,  bi¬ 
monthly  or  quarterly  installments,  as  deter¬ 
mined  by  the  Lending  Institution,  except 
that,  if  I  request,  such  payments  shall  be 
made  in  graduated  installments  determined 
in  accordance  with  such  schedules  as  may 
be  approved  by  the  Lending  Institution  and 
the  Commissioner.  In  either  case,  a  schedule 
of  repayment  shall  be  attached  to  and  made 
part  of  this  note. 

{Bracketed  paragraph  may  be  included  at 
option  of  institution) 

[  (3)  If  the  repayment  schedule  that  would 
otherwise  be  established  in  accordance  with 
paragraph  II  (2)  would  provide  for  pay¬ 
ments  of  principal  and  interest  at  a  rate  of 
less  than  $30  per  month,  I  shall  repay  the 
total  amount  of  this  loan  plus  the  interest 
thereon  at  the  rate  of  $30  per  month,  which 
shall  include  repayment  of  principal  and  in¬ 
terest.  In  the  event  I  receive  or  have  received 
National  Direct  or  Defense  Student  Loans 
from  other  lending  institutions,  I  shall  repay 
this  note  at  a  monthly  rate  equal  to  not  less 
than  the  amount  by  which  $30  exceeds  the 


total  monthly  rate  of  principal  and  Interest 
repaid  on  the  other  loans,  a  schedule  of  re¬ 
payment  shall  be  attached  to  and  made  part 
of  this  note.  The  Lending  Institution  may 
permit  me  to  pay  less  than  the  rate  of  $30 
per  month  for  a  period  of  not  more  than  one 
year  where  necessary  to  avoid  hardship  to  me 
unless  such  an  action  would  extend  the  re¬ 
payment  period  in  paragraph  2  of  this 
article.] 

m.  This  note  is  also  subject  to  the  follow¬ 
ing  conditions: 

PREPAYMENT 

(1)  I  may  at  my  option  and  without  pen¬ 
alty  prepay  all  or  any  part  of  the  principal, 
plus  the  accrued  interest  thereon,  at  any 
time. 

DEFAULT 

(2)  If  I  fail  to  meet  a  scheduled  repay¬ 
ment  of  any  of  the  Installments  due  on  this 
note,  the  entire  unpaid  indebtedness  includ¬ 
ing  interest  due  and  accrued  thereon,  shall, 
at  the  option  of  the  Lending  Institution, 
become  immediately  due  and  payable. 

DEFERMENT 

(3)  Interest  shall  not  accrue,  and  install¬ 
ments  need  not  be  paid  (A)  while  I  am 
enrolled  and  in  attendance  as  at  least  a  half¬ 
time  student  at  an  institution  of  higher  edu¬ 
cation  or  at  a  comparable  institution  outside 
the  United  States  approved  for  this  purpose 
by  the  Commissioner,  or  (B)  for  a  period  not 
in  excess  of  3  years  during  which  I  am  (i) 
on  full-time  active  duty  as  a  member  of  the 
Armed  Forces  of  the  United  States  (Army, 
Navy,  Air  Force,  Marine  Corps,  or  Coast 
Guard),  (ii)  in  service  as  a  volunteer  under 
the  Peace  Corps  Act,  or  (ill)  a  VISTA  volun¬ 
teer  under  Title  I — ^Part  A  of  the  Domestic 
Service  Act  of  1973,  PX.  93-113,  (formerly 
Title  VIII  of  the  Economic  Opportunity  Act 
011964). 

The  Lending  Institution  may,  upon  my 
application,  defer  or  reduce  any  scheduled 
repayments  if,  in  the  view  of  the  Lending 
Institution,  extraordinary  circumstances 
such  as  prolonged  illness  or  unemployment, 
prevent  me  from  making  such  payments. 
However,  interest  shall  continue  to  accrue. 

CANCELLATION  FOR  TEACHING 

(4)  I  am  entitled  to  have  the  entire  amount 
of  this  loan  plus  the  interest  thereon  can¬ 
celled  if  I  undertake  service  (A)  as  a  full¬ 
time  teacher  in  a  public  or  other  nonprofit 
elementary  or  secondary  school  which  is  in  a 
school  district  of  a  local  educational  agency 
which  is  eligible  for  assistance  pursuant  to 
Title  I  of  the  Elementary  and  Secondary 
Education  Act  of  1965  and  which  for  the 
purposes  of  this  clause  has  been  designated 
by  the  Commissioner  in  accordance  with  the 
provisions  of  Section  465(a)  (2)  of  the  Higher 
Education  Act  as  a  school  with  a  high  en¬ 
rollment  of  students  from  low-income  fami¬ 
lies,  or  (B)  as  a  full-time  teacher  of  handi¬ 
capped  children  (including  mentally  re¬ 
tarded,  hard  of  hearing,  deaf,  speech  im¬ 
paired,  visually  handicapped,  seriously  emo¬ 
tionally  disturbed,  or  other  health-impaired 
children  who  by  reason  ther^f  require  spe¬ 
cial  education)  in  a  public  or  other  nonprofit 
elementary  or  secondary  school  system. 

This  loan  shall  be  cancelled  for  teaching 
service  in  accordance  with  the  following 
rates:  15  per  centum  of  the  total  principal 
amount  of  the  loan  plus  interest  thereon 
shall  be  cancelled  for  the  first  and  second 
complete  academic  years  of  teaching  service; 
20  per  centum  of  the  total  principal  amount 
plus  interest  thereon  for  the  third  and  fourth 
complete  academic  years  of  such  service;  and 
SO  per  centum  of  the  total  principal  amount 
plus  interest  thereon  for  the  fifth  complete 
academic  year  of  such  service. 


FEDERAL  REGISTER,  VOL.  41,  NO.  228 — WEDNESDAY,  NOVEMBER  24,  1976 


HEAD  START  CANCELLATION 

(5)  I  am  entitled  to  have  the  entire  amount 
of  this  loan  i^us  the  Interest  thereon  can¬ 
celled  If  I  undertake  service  as  a  full-time 
staff  member  In  a  preschool  program  carried 
on  under  Section  222(a)  (1)  of  the  Economic 
Opportunity  Act  of  1964  (Head  Start)  at  the 
rate  of  15  per  centum  of  the  total  principal 
amoimt  of  the  loan  plus  Interest  thereon  tar  , 
each  complete  school  year  or  Its  equivalent 
of  such  service,  If  that  Head  Start  program 
is  operated  for  a  period  which  Is  comparable 
to  a  full  school  year  In  the  locality,  and  If 
the  salary  of  such  staff  member  Is  not  more 
than  the  salary  of  a  ccHnparable  employee  at 
the  local  educational  agency. 

MILITART  CANCELLATION 

(6)  If  I  serve  as  a  member  of  the  Armed 
Forces  of  the  United  States,  up  to  60  per 
centum  of  the  principal  amount  of  this  locm 
plus  the  Interest  thereon  shall  be  cancelled 
at  the  rate  of  12^  per  centum  of  the  total 
principal  amoimt  of  the  loan  plus  Interest 
thereon  for  each  complete  year  of  service  In 
an  area  of  hostilities  that  qualiflee  for  spe¬ 
cial  pay  imder  Section  310  of  Title  37  of  the 
United  States  Code. 

DEATH  AND  DISABILITT  CANCELLATION 

(7)  If  I  should  die  or  become  permanently 
and  totally  disabled,  the  entire  amoimt  of 
this  loan  plus  the  Interest  thereon  shsU  be 
cancelled. 

ADDRESS  CHANCE 

(8)  I  am  responsible  for  Informing  the 
Lending  Institution  of  any  change  or  changes 
In  my  address. 

PENALTY  CHARGE 

(Bracketed  clause  may  be  included  at  option 
of  institution) 

[  (9)  If  I  fall  to  make  timely  payment  of 
all  or  any  part  of  a  scheduled  Installment,  or 
If  I  am  eligible  for  deferment  or  cancellation 
of  payment  (pursuant  to  paragraphs  ni  (3), 
(4),  (6),  or  (6)),  but  fall  to  submit  timely 
and  satlsfactmy  evidence  thereof,  I  promise 
to  pay  the  charge  assessed  against  me  by  the 
Lending  Institution.  No  charge  may  exceed 
(1)  where  the  loan  Is  repayable  In  monthly 
Installments,  $1  for  the  first  month  or  part  of 
a  month  by  which  such  Installment  or  evi¬ 
dence  Is  late,  and  $2  for  each  month  or  part 
of  a  month  thereafter;  or  (2)  In  the  case  of 
a  loan  which  Is  repayable  In  bimonthly  or 
quarterly  Installments,  $3  and  $6,  respec¬ 
tively,  for  each  Instal^pient  Interval  or  part 
thereof  by  which  such  Installment  or  evi¬ 
dence  is  late.  If  the  Lending  Institution  elects 
to  add  the  assessed  charge  to  the  outstand¬ 
ing  principal  of  the  loan.  It  shall  so  Inform 
me  prior  to  the  due  date  of  the  next  Install¬ 
ment.] 

ASSIGNMENT 

IV.  This  note  may  be  assigned  by  the  Lend¬ 
ing  Institution  only  (A)  to  another  Institu¬ 
tion  upon  my  transfer  to  that  Institution  if 
that  Institution  Is  partlc4>atlng  In  this  pro¬ 
gram  (or.  If  not  so  participating.  Is  eligible 
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to  do  so  and  Is  approved  by  the  Commissioner 
for  such  purpose)  or  (B)  to  the  United  States 
If  this  note  has  been  In  default  for  two  years. 
The  provisions  of  this  note  that  relate  to 
the  Lending  Institution  shall,  where  appro¬ 
priate,  relate  to  an  assignee. 

PRIOR  LOANS 

V.  I  hereby  certify  that  I  have  Usted  below 
all  of  the  National  Direct  Student  Locuu  (or 
Natlcmal  Defense  Student  Loans)  I  have  ob¬ 
tained  at  other  Institutions.  If  no  prior  loans 
have  been  received  state  “None.** 

Schedule  of  national  direct  student  loans 
and  natiomal  defense  student  loans  at 
other  tsutitmttons 


Amoont  Dels  InsCttalioa 
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VL  Schedule  of  advances. 


Amoeat 

Date 

Signature  of 
maker 

1 _ $ 

2 _ $ 

3  _ $ 

4  3 

1 

Signature _ 

_ Date . 

19 - 

Pwmanent  address _ 

(Street  or  Box  Number.  City,  State,  and  Zip 
Code) 

Caveat — ^Thls  note  shall  be  executed  with¬ 
out  security  knd  without  endcHsement,  ex¬ 
cept  that  If  I  am  a  mlnm'  and  this  note  would 
not,  under  the  law  of  the  State  In  which  the 
Lending  Institution  is  located,  create  a  bind¬ 
ing  obligation,  either  security  or  endmaement 
may  be  required.  The  Lending  Institution 
shall  supply  a  copy  of  this  note  to  me. 

Signature  of  endorser _ 

Date _ _  19 _ 

Perman«it  Address _ 

(Street  or  Box  Number,  City,  State,  and  Zip 
Code) 


Aiimiesa  d  Maasnpla  for  eoasputkig  penaUg  charges — 8  mo. 


Ian.  3  Feb.  3  Ifar.  3  A|K.  3  May  3  June  2  Total  per 

payment 


Monthly: 

1st  past  doB _ 

2d  past  doe _ 

3d  past  doe _ 

4th  past  due _ 

6th  pest  doe _ 

0th  past  due _ _ 

Total,  an  payments.. 


Bimonthly: 

Ist  part  due _ 

2d  part  doe _ 

3d  part  doe. _ 


«+  3 
3+  3 
3 


Total,  an  payments _ 


Quarterly: 

IstpMtdne _ _ 

2d  part  due _ 


Total,  all  paymenta _ 


$11 

9 

7 

5 

3 

1 


2.  Part  176  of  TlUe  45  of  tlie  Code  of 
Federal  Regulations  Is  amended  to  read 
as  follows: 

See. 

170.1  Purpose. 

176.a  Definitions. 

176.5  Apportionment  and  reappm^nment. 
176.4  Allocation,  reallocation,  a.n<i  payment 

at  funds  to  Instltutloaa. 

176.6  Institutional  implications. 

176.6  Funding  criteria. 

176.7  Aiplloatlon  review  and  approval  ot 

request. 

176.8  Institutional  agreement. 

176.9  Student  eligibility. 

176.10  Duration  of  student  eligibility. 

176.11  Cost  of  education. 

176.12  Expected  family  contribution. 

176.13  Approved  need  analysis  systems. 


See. 

176.14  Coordination  of  student  financial  aid 

programs,  grant  amount,  and  over¬ 
award. 

176.15  Coordination  with  Bureau  of  Indian 

Affairs  grants-ln-ald. 
l*ra  J6  Amount  of  grant. 

176.17  Paymmit  of  grant. 

176.18.  Special  sessions. 

176.19  [Beserved] 

176J20  Maintenance  of  effort. 

176.21  Transfer  of  funds. 

176.22  Use  ot  funds. 

176.23  Fiscal  procedures  and  records. 

176.24  Federal  Interest  In  allocated  fimds. 

176.25  Termination  and  suspension. 
Appendix  A 

Authoritt:  See.  131(b)(1)  of  Title  I  <rf 
Pub.  Ia.  92-818.  86  Stat.  251-265  (20  UJ3C. 
1070b) ,  imless  otherwise  noted. 
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§  176.1  Purpose. 

It  Is  the  purpose  of  this  part  to  provide, 
through  institutions  of  higher  education. 
Supplemental  Educational  Opporttmity 
Grants  (Supplemental  Grants)  to  assist 
in  making  available  the  benefits  of  post¬ 
secondary  education  to  qualify  stu¬ 
dents,  who  for  lack  of  financial  means  of 
their  own  or  of  their  families,  would  be 
unable  to  obtain  such  benefits  without 
such  a  grant. 

(20  U.S.C.  1070b) 

§  176.2  Definitions. 

For  the  purposes  of  this  part; 

(a)  “Academic  year”  means  a  period 
of  time  generally  of  not  less  than  8 
months  in  which  a  ftill-time  student 
would  normally  be  expected  to  complete 
the  equivalent  of  two  semesters,  two  tri¬ 
mesters,  three  quarters,  or  900  clock 
hours  of  instruction. 

(b)  “Act”  means  Title  IV-Part  A  Sub¬ 
part  2  of  the  Higher  Education  Act  of 
1965,  as  amended. 

(c)  "Clock  hour”  means  a  period  of 
time  which  is  the  equivalent  of  (1)  a  50  to 
60  minute  class,  lecture  or  recitation  or 
(2)  a  50  to  60  minute  faculty  supervised 
laboratory,  shop  training,  or  internship. 

(d)  "College  Work-Study  Program”  is 
a  federally-supported  program  of  part- 
time  employment  authorized  by  Title  IV, 
Part  C,  of  the  Higher  Education  Act  of 
1965. 

(42  V£.C.  2761-2756) 

(e)  “Continuing  grant”  means  an 
award  of  a  Supplemental  Educational 
Opportunity  Grant  (Supplemental 
Grant)  to  a  student  that  does  not  qualify 
as  an  “initial  grant”  as  defined  in  S  176.2. 

(f)  “Dependent  student”  means  any 
student  who  does  not  qualify  as  a  “self- 
supporting  or  Independent  student”  as 
defined  in  S  176.2. 

(g)  “Expected  family  contribution  of 
a  dependent  student”  means  the  sum  of 
the  amounts  which  reasonably  may  be 
expected  from  the  student  uid  his  spouse 
to  meet  the  student’s  cost  of  education 
as  described  in  §  176.11  and  the  amount 
which  reasonably  may  be  expected  to  be 
made  available  to  him  by  his  parents  for 
such  purpose. 

(h)  “Expected  family  contribution  of 
an  indep«ident  or  self-supporting  stu¬ 
dent”  means  the  amount  which  reason¬ 
ably  may  be  expected  from  the  student 
and  his  spouse  to  meet  Ihe  student’s 
cost  of  education  as  described  in 
§  176.11. 

(i)  “Financial  need”  means  the  differ¬ 
ence  between  a  student’s  cost  of  educa¬ 
tion  and  his  expected  family  contribu¬ 
tion. 

(j)  “Full-time  student”  means  a  stu¬ 
dent  who  is  carrying  any  combination 
of  courses,  research,  or  special  studies 
which,  according  to  the  standards  and 
practices  of  the  Institution  in  which  the 
student  is  enrolled,  is  considered  full¬ 
time  study. 

(20  UJS.C.  1088(C)  (2)  ) 

(k)  “Good  standing”  means,  with  re¬ 
gard  to  a  student,  that  the  Institution  in 


which  the  student  is  enrolled  has  deter¬ 
mined  that  (1)  the  student  is  eligible,  in 
accordance  with  its  own  standards  and 
practices,  to  continue  in  attendance  at 
the  institution,  and  (2)  the  student  is 
making  measurable  progress  toward  the 
completion  of  his  course  of  study. 

(l)  “Half-time  student”  means  a  stu¬ 
dent  who  is  carrying  a  half-time  aca¬ 
demic  work  load  measured  in  terms  of 
(1)  the  tuition  and  fees  customarily 
charged  for  half-time  study  by  the  in¬ 
stitution  and  (2)  the  course  work  or 
other  required  activities  as  determined 
by  the  institution  in  which  the  student 
is  enrolled;  provided,  however.  That  such 
course  work  and  activities  amount  to  the 
equivalent  of  a  minimum  of  (1)  6  semes¬ 
ter  hours  or  6  quarter  hours  per  aca¬ 
demic  term  for  institutions  utilizing 
semester,  trimester,  or  quarter  hour 
systems;  (ii)  12  semester  hours  or  18 
quarter  hours  per  academic  year  for  in¬ 
stitutions  which  measure  progress  in 
terms  of  credit  hours  but  which  do  not 
utilize  sanester,  trimester,  or  quarter 
systems;  or  (lii)  12  clock  hours  per  week 
for  instituti(ms  which  utilize  clock  hours 
to  measure  progress.  All  students  en¬ 
gaged  in  a  program  of  study  by  corre¬ 
spondence  which  is  offered  as  requiring 
at  least  12  hours  of  preparation  a  week 
shall  be  considered  half-time  students 
for  purposes  of  this  part. 

(20  U.S.C.  1088(c)  (2) ) 

(m)  “Initial  grant”  means  the  first 
Supplemental  Educational  Opportunity 
Grant  (Supplemental  Grant)  awarded 
to  a  student.  Payment  for  the  first  year 
of  a  Supplonental  Grant  shall  not  be 
considered  to  be  an  initial  grant  payment 
if  the  grant  was  awarded  for  the  con¬ 
tinuing  education  of  a  student  who  (1) 
had  beai  previously  awarded  a  Supple¬ 
mental  Grant  (whether  or  not  by  an¬ 
other  institution) ,  and  (2)  had  received 
any  payment  of  that  Supplemental 
Grant. 

(n)  “Institution  of  higher  education” 
means  an  educational  institutkm  in  any 
State  which  (1)  admits  as  regular  stu¬ 
dents  oi^  persons  having  a  certificate  of 
graduation  from  a  school  providing  sec¬ 
ondary  education,  or  the  recognized 
equivalent  of  such  a  certificate,  (2)  is  le¬ 
gally  authorized  within  such  State  to 
provide  a  program  of  education  beyond 
secondary  educatim,  (3)  provides  an  ed¬ 
ucational  program  for  which  it  awards  a 
bachelor’s  degree  or  provides  not  less 
than  a  two-year  program  which,  is  ac¬ 
ceptable  for  full  credit  toward  such  a  de¬ 
gree,  (4)  is  a  public  or  other  nonprofit 
institution,  and  (5)  (i)  is  accredited  by  a 
nationally  recognized  accrediting  agency 
or  associati<m,  or  (ii)  in  the  case  of  a 
public  instltuti<m  offering  postsecondary 
vocational  education,  is  approved  by  a 
State  approval  agmey  recognized  by  the 
Commissioner  as  a  reliable  authority  as 
to  the  quality  of  public  postsecondary 
vocational  education  in  that  State,  or 
(lii)  is  an  institution  with  respect  to 
which  the  Commissioner  has  determined 
that  there  is  satisfactory  assurance,  c<mi- 
sidering  the  resources  available  to  the  in¬ 
stitution,  the  period  of  time,  if  any,  dur¬ 
ing  which  it  has  operated,  the  rifort  it  is 


making  to  meet  accreditation  standards, 
and  the  piuixise  fm:  which  this  deter¬ 
mination  is  being  made,  that  the  institu¬ 
tion  will  meet  the  accreditation  stand¬ 
ards  of  such  an  agency  or  association 
within  a  reasonable  time,  or  (iv)  is  an 
institution  whose  credits  are  accepted  on 
transfer,  by  not  less  than  three  institu¬ 
tions  which  are  so  accredited,  for  credit 
on  the  same  basis  as  if  transferred  from 
an  institution  so  accredited. 

The  term  “institution  of  higher  educa¬ 
tion”  also  Includes  any  school  which 
provides  not  less  than  a  one-year  pro¬ 
gram  of  training  to  prepare  students  for 
gainful  employment  in  a  recognized  oc¬ 
cupation  and  which  meets  the  provisions 
of  subparagraphs  (1),  (2),  (4),  and  (5) 
of  this  paragraph.  For  purposes  of  this 
part  a  one-year  program  of  training 
means  a  program  of  study  in  which  a 
student  will  receive  supervised  training 
totaling  at  least  900  clock  hours  of  in¬ 
struction.  The  term  “institution  of 
higher  education”  also  includes  any  pro¬ 
prietary  institution  of  higher  education, 
as  defined  in  S  176.2(r),  which  has  an 
agreement  with  the  Commissioner  con¬ 
taining  such  terms  and  conditions  as  the 
Conunlssioner  determines  to  be  neces¬ 
sary  to  insure  that  the  availability  of  as¬ 
sistance  to  students  at  the  school  under 
this  part  has  not  resulted,  and  will  not 
resiilt,  in  an  increase  in  the  tuition,  fees, 
or  other  charges  to  such  students. 

(20  U.S.C.  1087-l(b),  1088(b)  and  1141(a)) 

(o)  “National  Direct  Student  Loan 
Program”  is  the  student  loan  progu'am 
authorized  by  Title  IV,  Part  E  of  the 
Higher  Education  Act  of  1965. 

(20  U.S.C.  (1087  aa-ff)) 

(p)  “National  of  the  United  States” 
means  (1)  a  citizen  of  the  United  States, 
or  (2)  a  person  who,  though  not  a  citizen 
of  the  United  States,  owes  permanent 
allegiance  to  the  United  States. 

(8U.S.C.  1101(a)  (22)) 

(q)  “Parent”  means  the  mother  or 
father  of  the  student,  unless  any  other 
person,  except  the  student’s  spouse,  pro¬ 
vides  more  than  one-half  of  the  student’s 
support  and  claims  or  is  eligible  to  claim 
the  student  as  an  exemption  for  Federal 
income  tax  purposes,  in  which  case  such 
person  shall  be  considered  a  parent. 

(r)  “Proprietary  institution  of  higher 
education”  means  a  school  (1)  which 
provides  not  less  than  a  six-month  pro¬ 
gram  of  training  to  prepare  students  for 
gainful  employment  in  a  recognized  oc¬ 
cupation,  (2)  which  admits  as  regular 
students  only  persons  having  a  certifi¬ 
cate  of  graduation  from  a  school  provid¬ 
ing  secondary  education  or  the  recog¬ 
nized  equivalent  of  such  a  certificate,  (3) 
which  is  legally  authorized  by  the  State 
in  which  it  is  located  to  provide  a  pro¬ 
gram  of  education  beyond  secondary  ed¬ 
ucation,  (4)  which  is  accredited  by  a  na¬ 
tionally  recognized  accrediting  agency 
or  association  approved  by  the  Commis¬ 
sioner  for  this  purpose,  (5)  which  is  not 
a  public  or  other  nonprofit  institution, 
and  (6)  which  has  been  in  existence  for 
at  least  two  years.  For  purposes  of  this 
part  a  six-month  program  o/t  training 
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means  a  program  of  study,  which  does 
not  include  study  by  correspondence,  in 
which  a  student  will  receive  supervised 
training  totaling  at  least  600  clock  hours 
of  instruction,  or,  in  the”  case  of  a  pro¬ 
gram  offered  by  correspondence,  a  pro¬ 
gram  of  study  requiring  at  least  600  hours 
of  preparation. 

(20n.S.C.  1088(b)  (3)) 

(s)  “Self-supporting  or  Independent 
Student"  means  a  student  who: 

(1)  Has  not  and  will  not  be  claimed 
as  an  exemption  for  Federal  income  tax 
purposes  by  any  person  except  his  or 
her  spouse  for  the  calendar  year(s)  in 
which  aid  is  received  and  the  calendar 
year  prior  to  the  academic  year  for 
which  aid  is  requested. 

(2)  Has  not  received  and  will  not 
receive  financial  assistance  of  more  than 
$600  from  his  or  her  parent (s)  in  the 
calendar  year(s)  in  which  aid  is  received 
and  the  calendar  year  prior  to  the  aca- 
deifilc  year  for  which  aid  is  requested, 
and 

(3)  Has  not  lived  or  will  not  live  for 
more  than  2  consecutive  weeks  in  the 
home  of  a  parent  during  the  calendar 
year  in  which  aid  is  received  and  the 
calendar  year  prior  to  the  academic  year 
for  which  aid  is  requested. 

For  purposes  of  this  paragraph,  a  stu¬ 
dent  will  not  be  considered  to  have  been 
claimed  as  an  exemption  by  a  parent,  or 
to  have  received  $600  from  a  parent,  or  to 
have  lived  with  a  parent  if  that  parent 
has  died  prior  to  the  student’s  submis¬ 
sion  of  an  applicantion  for  a  prant. 

(t)  “State”  means,  in  addition  to  the 
several  States  of  the  Union,  the  District 
of  Columbia,  the  Commonwealth  of 
Puerto  Rico,  Guam,  American  Samoa, 
the  Trust  Territory  of  the  Pacific  Is¬ 
lands,  and  the  Virgin  Islands. 

(20  U.S.C.  1141(b):  20U.S.C.  1088(a)) 

(u)  “Undergraduate  course  of  study” 
means  a  regularly  prescribed  curriculum 
for  an  undergraduate  student  at  an  in¬ 
stitution  of  higher  education. 

(v)  “Undergraduate  student”  means  a 
student  who  (1)  is  in  attendance  at  an 
institution  of  higher  education  and  (2) 
has  not  earned  his  first  baccalaureate  or 
professional  degree.  A  student  who  has 
not  earned  his  first  baccalaureate  or  pro¬ 
fessional  degree  and  who  is  enrolled  in  a 
program  of  study  at  the  postsecondary 
level  which  is  designed  to  extend  for  more 
than  four  academic  years  shall  not  be 
considered  as  an  undergraduate  student 
in  that  portion  of  the  program  that  in¬ 
volves  study  beyond  the  fourth  academic 
year  unless  that  program  leads  to  a  first 
degree  and  is  designed  to  extend  for  a 
period  of  five  academic  years. 

(20  U.S.C.  1070b  unless  otherwise  noted) 

§  176.3  Apportionment  and  reappor- 
tionnicnt. 

(a)  Initial  grant — apportionment. — 
(1)  From  90  percent  of  the  sums  appro¬ 
priated  for  making  initial  grants  tor  the 
Supplemental  Educational  Opportunity 
Grant  Program  (Supplemental  Grant 
Program)  for  any  fiscal  year,  the  Com¬ 


missioner  will  apportion  to  each  State 
an  amount  which  bears  the  same  ratio  to 
such  sums  as  the  number  of  persons 
enrolled  full  time  and  the  full-time 
equivalent  of  the  number  of  persons  en¬ 
rolled  part  time  in  institutions  of  higher 
education  in  such  State  bears  to  the 
total  number  of  such  persons  enrolled  in 
all  the  States.  If  the  amount  so  appor¬ 
tioned  to  any  State  is  less  than  its  al¬ 
lotment  for  initial  year  Educational  Op- 
portimity  Grant  Program  grants  (20 
U.S.C.  1061(b) )  for  fiscal  year  1972,  ad¬ 
ditional  sums  will  be  apportioned  to 
each  such  State  from  the  remaining  10 
percent  of  the  sums  appropriated  for  ini¬ 
tial  grants  to  make  its  apportionment 
for  such  year  equal  to  such  allotment  for 
fiscal  year  1972.  (The  table  set  forth  as 
ai^ndix  A  indicates  the  amounts  al¬ 
lotted  to  each  State  for  such  purposes 
for  the  fiscal  year  ending  June  30,  1972.) 
In  the  event  that  the  fimds  available  are 
insufficient  to  meet  that  level,  the  Com¬ 
missioner  will  instead  apportion  the  re¬ 
maining  10  percent  of  the  sums  appro¬ 
priated  for  initial  grants  so  that  no  State 
will  receive  less  than  a  uniform  minimum 
percentage  of  its  fiscal  year  1972  allot¬ 
ment. 

(2)  The  Commissioner  will  apportion 
the  sums  remaining  for  initial  grants, 
after  making  the  apportionments  of 
funds  specified  in  paragraph  (a)(1)  of 
this  section,  to  those  State(s)  which  re¬ 
ceived  the  lowest  percentage  of  approved 
requests  for  funds  for  initial  grants  as 
a  result  of  the  apportionment  under  sub- 
I>aragraph  (a)  (1)  of  this  section,  so  that 
no  State  win  receive  less  than  a  uni¬ 
form  minimum  percentage  of  its  total 
approved  requests  for  fimds  for  initial 
grants. 

(b)  Initial  grants — reapportionment. — 
The  amoimt  of  any  State’s  apportion¬ 
ment  under  subsection  (a)  which  ex¬ 
ceeds  the  total  amount  of  approved  re¬ 
quests  for  funds  for  initial  grants  of  the 
institutions  of  higher  education  in  that 
State  wUl  be  reapportioned  among  the 
remaining  States  in  such  a  manner  that 
no  State  will  receive  less  than  a  uni¬ 
form  minimum  percentage  of  its  total 
approved  requests  for  funds  for  initial 
grants. 

(c)  Continuing  grants — apportion^ 
ment. — The  *Commlssioner  will  appor¬ 
tion  the  sums  appropriated  for  continu¬ 
ing  grants  for  the  Supplemental  Grant 
program  among  the  States  in  such  a 
manner  so  that  each  State  will  receive 
the  same  percentage  of  the  total  of  its 
approved  requests  for  funds  for  continu¬ 
ing  grants. 

(d)  Continuing  grants — reapportion¬ 
ment. — Any  funds  apportioned  under 
paragraph  (c)  of  this  sectiem  which  are 
later  determined  by  the  Commissioner  to 
be  in  excess  of  the  total  amount  required 
by  any  State  for  continuing  errants  will 
be  reapportioned  amemg  the  remaining 
States  in  such  a  manner  as  the  Commis¬ 
sioner,  pursuant  to  published  criteria,  de¬ 
termines  will  best  achieve  the"  purpose 
of  the  program. 

(20  U.S.C.  1070b-3) 


§  176.4  Allocation,  reallocation  and 
payment  of  funds  to  institutions. 

(a)  Allocation  of  funds  to  institu¬ 
tions. — When  funds  available  for  distri¬ 
bution  among  the  institutions  within  a 
State  for  initial  grants  are  not  sufficient 
to  honor  all  approved  requests  of  insti¬ 
tutions  within  such  State,  such  sums  as 
are  available  will  be  distributed  on  a  pro 
rata  basis  among  all  institutional  appli¬ 
cants  in  the  State  in  the  same  ratio  that 
the  total  fimds  available  for  the  State, 
including  any  reapportionments,  bears 
to  the  total  approved  requests  for  that 
State.  Similarly  when  funds  available 
for  distribution  among  the  institutions 
within  a  State  for  continuing  grants  are 
not  sufficient  to  honor  all  approved  re¬ 
quests  of  institutions  within  such  State, 
such  sums  as  are  available  will  be  dis¬ 
tributed  on  a  pro  rata  basis  among  all 
institutional  applicants  in  the  State  in 
the  same  ratio  that  the  total  funds  avail¬ 
able  for  the  State,  including  any  reap¬ 
portionments,  bears  to  the  total  approved 
requests  for  that  State. 

(b)  Reallocation  of  funds.  Funds  al¬ 
located  to  an  institution  for  initial  grants 
which  the  institution  anticipates  will 
not  be  used  by  the  end  of  the  period  for 
which  such  funds  were  made  available 
may  be  reallocated  on  an  equitable  basis 
to  other  institutions  in  that  State  or,  if 
no  institution  in  that  State  has  a  need 
for  such  funds,  such  funds  may  be  re¬ 
apportioned  in  accordance  with  S  176.3 
for  use  in  other  States.  Similarly  funds 
allocated  to  an  institution  for  continuing 
grants  which  the  institution  anticipates 
will  not  be  used  by  the  end  of  the  period 
for  which  such  funds  were  made  avail¬ 
able  may  be  reallocated  on  an  equitable 
basis  to  other  Institutions  in  that  State 
or,  if  no  institution  in  that  State  has  a 
need  for  such  funds,  such  funds  may  be 
reapportioned  in  accordance  with  5  176.3 
for  use  in  other  States. 

(c)  Payment  of  funds.  Funds  will  be 
made  available  for  both  initial  and  con¬ 
tinuing  grants  for  a  specific  period  of 
time  as  determined  by  the  Commissioner 
and  may  be  payable  in  advance  or  by 
way  of  reimbursement  on  the  basis  of 
substantiated  need  and  periodic  fiscal 
reports  submitted  by  the  institution. 

(20  U.S.C.  10706-3) 

§  176.5  Institutional  applications. 

(a)  An  institution  that  wishes  to  par¬ 
ticipate  in  the  Supplemental  Grants 
Program  shall  file  an  application  with 
the  Commissioner  before  the  closing 
date  for  such  applications  established 
annually  by  the  Commissioner.  Such  ap¬ 
plication  shall  contain  the  following  in¬ 
formation,  except  as  provided  In  para¬ 
graph  (c) ,  and  shall  be  in  such  form  and 
contain  such  other  information  as  the 
Commissioner  may  from  time  to  time 
prescribe: 

(1)  The  Institution’s  requests  for 
Federal  student  financial  aid  funds 
under  this  part,  the  College  Work-Study 
Program,  the  National  Direct  Student 
Loan  Program,  and  Its  anticipated  dis¬ 
bursements  under  the  Basic  Educational 
Opportunity  Grants  Program; 
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(2)  The  institution's  anticipated  en¬ 
rollment  for  the  forthcoming  academic 
year; 

(3)  The  anticipated  number  of  en¬ 
rolled  students  eligible  for  initial  and 
continuing  grants; 

(4)  The  institution’s  average  cost  of 
education,  including  a  justification  of 
per  student  costs  in  excess  of  $175  for 
books  or  $450  for  personal  expenses  for 
an  academic  year; 

(5)  An  estimate  of  the  average 
amoimt  which  reasonably  may  be  ex¬ 
pected  to  be  made  available  by  the  par¬ 
ents  of  students  at  the  institution  who 
are  expected  to  be  eligible  for  such 
grants; 

(6)  The  anticipated  average  grants; 

(7)  The  amount  of  financial  assist¬ 
ance  awarded  by  the  institution  from  its 
own  scholarship  and  student  aid  pro¬ 
grams  for  the  most  recent  academic  year 
for  which  information  is  available; 

(8)  The  anticipated  amoimt  of  other 
financial  assistance  available  to  students 
with  financial  need  at  the  institution, 
such  as  State  scholarships.  Veterans 
Benefits,  and  off-campus  employment; 

(9)  The  average  unmet  need  per  stu¬ 
dent;  if  the  average  amount  of  unmet 
need  exceeds  $200,  the  explanation  for 
this  situation;  and 

(10)  The  qualifications  of  the  profes¬ 
sional  personnel  who  will  be  administer¬ 
ing  the  Supplemental  Grants  Program. 

(b)  The  application  shall  be  signed  by 
the  ofiScial  authorized  to  submit  the  ap¬ 
plication  and  by  the  Institution’s  Direc¬ 
tor  of  Student  Financial  Aid,  and  shall 
contain  the  name  of  the  individual  or 
official  who  shall  be  responsible  for  the 
receipt,  custody,  and  disbursement  of 
Federal  funds. 

Lc)  An  institution  may  file  an  appli¬ 
cation  omitting  the  information  required 
by  subparagraphs  (4),  (7),  (10),  and 

(11)  of  paragraph  (a)  if  (i)  it  has  re¬ 
ceived  an  allocation  under  this  part  for 
at  least  the  two  academic  years  prior 
to  the  academic  year  for  which  assist¬ 
ance  is  requested,  (il)  it  is  requesting 
not  more  than  110%  of  its  approved 
request  for  the  previous  academic  year, 
and  (ill)  it  has  filed  an  application  con¬ 
taining  the  Information  required  by  sub- 
paragraphs  (a)  (4),  (7),  (10),  and  (11) 
for  one  of  the  three  preceding  academic 
years. 

(20  U.S.C.  1070b-3(b)) 

§  176.6  Funding  rriteria. 

Institutional  applications  for  funds 
under  this  part  will  be  reviewed  in  ac¬ 
cordance  with  the  following  criteria: 

(a)  The  reasonableness  of  the  insti¬ 
tution’s  total  request  for  Federal  student 
financial  aid  funds  under  this  part  (i) 
in  light  of  its  requests  under  the  College 
Work-Study  Program  and  the  National 
Direct  Student  Loan  Program,  and  (ii) 
in  relation  to  the  institution’s  antici¬ 
pated  enrollment,  its  average  cost  of 
education,  and  the  average  expected 
family  contribution  of  its  students  eli¬ 
gible  under  those  programs; 

(b)  The  reasonableness  of  the  institu¬ 
tion’s  projections  of  its  anticipated  en¬ 


rollment  and  of  the  average  cost  of  edu¬ 
cation  and  the  average  expected  family 
contribution  of  its  students  eligible  under 
those  programs; 

(c)  The  reasonableness  of  the  antici¬ 
pated  number  of  students  eligible  for 
initial  and  continuing  grants,  in  view  of 
the  institution’s  anticipated  enrollment; 

(d)  The  reasonableness  of  the  amount 
of  the  average  grant  anticipated  in  re¬ 
lation  to  the  average  need  per  student  at 
the  institution,  after  taking  into  ac¬ 
count  other  available  student  financial 
aid  resources; 

(e)  The  extent  to  which  the  institution 
has  effectively  utilized  Federal  financial 
aid  funds  allocated  in  previous  years; 

(f)  The  nature  of  the  institution’s 
demonstrated  commitment  to  enroll  stu¬ 
dents  with  exceptional  financial  need; 

(g)  'The  adequacy  of  the  reasons  pro¬ 
vided  by  the  institution  pursuant  to 
§  176.5(a)  (4)  and  (9) ;  and 

(h)  The  extent  to  which  the  institu¬ 
tion  has  effectively  administered  or  made 
provision  for  the  effective  administra¬ 
tion  of  the  program,  including  effective 
coordination  with  institutional  and  other 
programs  of  student  financial  aid.  In 
making  this  evaluation,  consideration 
will  be  given  to  the  adequacy  of  the  qual¬ 
ifications  and  experience  of  the  person¬ 
nel  designated  by  the  institution  to  ad¬ 
minister  the  program. 

(20  U.S.C.  1070b-3) 

§  176.7  Application  ro  icv  and  apprttval 
of  request. 

(a)  (1)  The  Commissioner  will  convene 
panels  of  qualified  persons  in  each  of  the 
regions  served  by  regional  offices  of  the 
Office  of  Education,  to  review  applica¬ 
tions  submitted  under  this  part  by  in¬ 
stitutions  situated  in  those  regions.  The 
review  panel  shall  evaluate  each  institu¬ 
tion’s  request  for  funds  in  accordance 
with  the  criteria  set  forth  in  S  176.6  and 
shall  recommend  an  amount  which  it 
deems  appropriate.  (2)  No  panelist  shall 
participate  in  the  consideration  of  any 
application  from  his  own  institution  or 
any  application  from  any  other  institu¬ 
tion  which  he  has  prepared  or  assisted  In 
preparing  or  in  whi(^  he  has  any  per¬ 
sonal  financial  interest. 

(b)  Institutions  which  file  applications 
for  funding  under  this  part<will  be  noti¬ 
fied  of  the  amount  recommended  by  the 
review  panel  pursuant  to  paragraph  (a) 
of  this  section.  If  the  amount  recom¬ 
mended  is  less  than  the  institution’s  re¬ 
quest,  the  reasons  for  such  a  reduction 
will  be  forwarded  to  the  institution,  ffhe 
institution  shall  notify  the  regional  office 
of  the  Office  of  Education  serving  the 
area  in  which  the  institution  is  located 
of  any  arithmetic  or  other  technical  er¬ 
rors  with  regard  to  the  panel  recommen¬ 
dation.  The  regional  office  will  adjust  the 
recommendation  to  correct  such  errors. 

(c)  If  an  institution  wishes  to  request 
a  review  of  the  panel’s  recommendation 
for  other  than  arithmetic  and  technical 
errors,  it  shall  submit  a  written  request 
for  such  review  to  the  regional  office  of 
the  Office  of  Education  serving  the  area 
in  which  the  institution  Is  located  within 


such  time  as  may  be  specified  by  the 
Commlssicmer.  The  request  for  review 
may  include  additional  information  rele¬ 
vant  to  the  recommendation.  The  re¬ 
gional  office  win  review  such  a  request 
and  will  notify  the  institution  in  writhig 
of  its  decision  and  the  reasons  therefor. 

(d)  (1)  If  an  institution  wishes  a  re¬ 
view  of  the  regional  office  recommenda¬ 
tion  made  pursuant  to  paragraph  (o 
of  this  section,  it  may  request  a  review 
by  a  national  review  panel.  Such  a  na¬ 
tional  review  panel  shall  consist  of  in¬ 
stitutional  student  financial  aid  officers 
from  each  of  the  regions  served  by  the 
Office  of  Education  and  personnel  of  the 
Office  of  Education. 

(2)  A  request  for  national  review  shall 
be  submitted  in  writing  by  the  institution 
to  the  regional  office  of  the  Office  of  Edu¬ 
cation  serving  the  area  in  which  the  in¬ 
stitution  is  located  within  such  time  as 
may  be  specified  by  the  Commissioner. 
However,  no  additional  Information 
beyond  that  given  to  the  regional  office 
by  the  institution  pursuant  to  paragraph 
(c)  of  this  section  will  be  considered. 

(3)  The  national  review  panel  will  re¬ 
view  such  requests  cmd  notify  the  institu¬ 
tion  and  the  Commissioner  of  its  recom¬ 
mendation  and  the  reasons  therefor. 

(e)  The  Commissioner  will  establish  an 
approved  level  of  funding  (approved  re¬ 
quest)  for  each  applicant  institution  tak¬ 
ing  into  consideration  the  recommenda¬ 
tion  of  the  relevant  panel  or  regional 
office. 

(20  U.S.C.  1070b-3) 

§  176.8  Institutiunal  agrecnuMit. 

An  institution  of  higher  education 
which  desires  to  participate  in  the 
Supplemental  Grants  Program  shall 
enter  into  an  agreement  with  the  Com¬ 
missioner  for  that  purpose.  Such  agree¬ 
ment  shall: 

(ai  Provide  that  funds  received  by 
the  institution  under  this  part  will  be 
used  solely  for  the  purposes  specified  in, 
and  in  accordance  with,  the  provisions 
of  this  part; 

(b)  Provide  that,  in  determining 
whether  a  student  meets  the  require¬ 
ments  of  exceptional  financial  need,  the 
institution  will  consider  the  source  of 
such  student’s  income  and  that  of  any 
individual  or  individuals  upon  whom 
the  student  relies  primarily  for  support 
and  will  make  an  appropriate  review  of 
the  assets  of  the  student  and  of  such 
individuals; 

(c)  Provide  that  the  institution,  in 
cooperation  with  other  institutions  of 
higher  education  where  appropriate,  will 
make  vigorous  efforts  to  identify  quali¬ 
fied  youths  of  exceptional  financial  need 
and  encourage  them  to  continue  their 
education  beyond  secondary  school 
through  programs  and  activities  such  as 
(1)  establishing  or  strengthening  close 
working  relationships  with  secondary 
school  principals  and  guidance  and 
counseling  personnel,  with  a  view  toward 
motivating  such  students  to  complete 
secondary  school  and  pursue  post- 
secondary  school  educational  (H>portuni- 
ties,  and  (2)  making,  to  the  extent 
feasible,  conditional  commitments  fm* 
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student  financial  aid  to  qualified  sec¬ 
ondary  school  students  who,  but  for  such 
grants,  would  be  unable  to  obtain  ttie 
benefits  of  higher  education,  with  spe¬ 
cial  emphasis  on  students  enrolled  in 
grade  11  or  lower  grades  who  show  evi¬ 
dence  of  academic  or  creative  promise: 

(d)  Specify  that  the  institution  must 
make  Supplemental  Grants  under  this 
part  reasonably  available  (to  the  extent 
of  funds  available)  to  all  eligible  students 
at  the  institution; 

(e)  Specify  that  the  institution  will 
comply  with  the  provisions  of  §  176.20 
relating  to  maintenance  of  effort  and 
§  176.22  relating  to  costs  of  administra¬ 
tion;  and 

(f)  Include  such  other  provisions  as 
may  be  necessary  in  light  of  special  and 
unusual  circiimstances  to  protect  the 
financial  interest  of  the  United  States 
and  promote  the  purposes  of  this  part. 
(20  U.S.C.  1070b-2) 

§  176.9  Student  eligibility. 

(a)  A  student  is  eligible  for  a  grant 
under  this  part  if  such  student: 

(1)  is  a  national  of  the  United  States, 
is  in  the  United  States  for  other  than  a 
temporary  purpose  and  intends  to  be¬ 
come  a  permanent  resident  thereof,  or 
is  a  permanent  resident  of  the  Trust 
Territories  of  the  Pacific  Islands: 

(2)  has  been  accepted  for  enrollment 
as  at  least  a  half-time  undergraduate 
student  at  an  institution  of  higher  educa¬ 
tion  or,  in  the  case  of  an  undergraduate 
student  already  attending  such  institu¬ 
tion,  is  in  good  standing  and  is  enrolled 
on  at  least  a  half-time  basis  at  such  in¬ 
stitution; 

(3)  shows  evidence  of  academic  or  cre¬ 
ative  promise  and  capability  of  main¬ 
taining  good  standing  in  his  course  of 
study; 

'  (4)  is  of  exceptional  financial  need  as 
determined  in  accordance  with  para¬ 
graph  (b)  of  this  section;  and 

(5)  would  not,  but  for  a  Supplemental 
Grant,  be  financially  able  to  pursue  a 
course  of  study  at  such  institution. 

(b)  A  student  participating  in  a  pro¬ 
gram  of  study  abroad  will  be  considered 
to  be  enrolled  in  his  “home”  institution 
if  (1)  the  program  of  study  abroad  is 
arranged  or  approved  in  advance  by  the 
home  institution  and  (2)  the  student’s 
academic  performance  during  the  pro¬ 
gram  of  study  abroad  becomes  a  part  of 
his  permanent  academic  record  at  the 
home  institution  in  the  same  manner 
as  if  performed  at  that  institution. 

(c)  (1)  For  purposes  of  paragraph  (a) 

(4)  of  this  section  a  student  shall  be 
considered  in  exceptional  financial  need 
if  his  expected  family  contribution,  as 
determined  in  accordance  with  one  of  the 
need  analysis  systems  or  methods  of  cal¬ 
culation  approved  by  the  Commissioner 
pursuant  to  §  176.13,  does  not  exceed  50 
percent  of  his  cost  of  education  at  the 
institution  in  which  he  is  enrolled  or  ac¬ 
cepted  for  enrollment. 

(2)  Notwithstanding  the  provisions  of 
subparagraph  (1)  of  this  paragraph,  the 
institution  may  determine  that  a  student 
is  of  exceptional  financial  need  where  the 
student  financial  aid  officer  of  the  insti¬ 


tution  is  of  the  view  that  it  is  imprac¬ 
ticable  for  such  student  to  obtain  from 
emplosmient,  loans,  or  grants  other  than 
a  Supplemental  Grant  all  of  that  portion 
of  his  cost  of  education  not  covered  by 
his  expected  family  contribution.  How¬ 
ever  this  provision  does  not  waive  the 
requirements  of  paragraphs  (a)  and  (b) 
of  §  176.16. 

(3)  If  the  institution  determines,  pur¬ 
suant  to  subparagraph  (2)  of  this  para¬ 
graph,  that  a  student  is  of  exceptional 
financial  need,  the  reasons  for  such  a 
determination  shall  be  made  a  part  of 
the  institution’s  written  records. 

(d)  A  member  of  a  religioiis  commu¬ 
nity,  society,  or  order  who  (1)  by  direc¬ 
tion  of  his  or  her  community,  society,  or 
order  is  pursuing  a  course  of  study  in  an 
institution  of  higher  education  or  (2)  re¬ 
ceives  support  and  maintenance  from  the 
community,  society,  or  order  shall  be 
deemed  not  to  have  financial  need. 

(e)  No  grant  may  be  made  under  this 
part  unless  the  student  to  whom  it  is 
made  has  filed  with  the  institution  of 
higher  education  which  he  intends  to 
attend,  or  is  attending,  an  affidavit  on 
a  form  approved  by  the  Commissioner 
stating  that  the  money  attributable  to 
such  grant  will  be  used  solely  for  ex¬ 
penses  related  to  attendance  or  con¬ 
tinued  attendance  at  such  institution. 
The  student  must  sign  the  affidavit  in 
the  presence  of  a  notary  or  other  person 
who  is  legally  authorized  to  administer 
oaths  or  affirmations  and  who  does  not 
take  part  in  the  recruiting  of  students 
for  enrollment  at  such  institution.  The 
notary  or  other  person  must  enter  his 
signature  and,  as  applicable,  his  seal  or 
stamp  on  the  affidavit  form. 

(20  U.S.C.  1070b-2,  1088g) 

§  176.10  Duration  of  student  eligibility. 

(a)  The  period  during  which  a  stu¬ 
dent  may  receive  a  Supplemental  Grant 
shall  be  the  period  required  for  the  com¬ 
pletion  of  the  undergraduate  course  of 
study  being  pursued  by  the  student,  ex¬ 
cept  that  such  period  may  not  exceed  a 
total  of  four  academic  years  rmless  (1) 
the  student  is  pursuing  a  course  of  study 
leading  to  a  first  degree  in  a  program  of 
study  which  is  designed  by  the  institution 
offering  it  to  extend  over  five  academic 
years,  or  (2)  because  of  his  piuticular 
circumstances,  the  student  is  determined 
by  the  institution  to  need  an  additional 
year  to  complete  a  course  of  study  nor¬ 
mally  requiring  four  academic  years,  in 
which  case  such  a  period  may  be  ex¬ 
tended  for  not  more  than  one  additional 
academic  year. 

(b)  For  purposes  of  paragraph  (a)  of 
this  section,  an  academic  year  means  the 
period  of  time  necessary  for  the  student 
to  complete  the  equivalent  of  two  semes¬ 
ters,  two  trimesters,  three  quarters,  or 
900  clock  hours  of  instruction. 

(20  U.S.C.  1070b-l) 

§  176.11  Coi>t  of  education. 

(a)  The  amount  required  to  enable  a 
student  to  pursue  his  education  at  an  in¬ 
stitution  of  higher  education  Includes 
amounts  charged  for  tuition  and  fees. 


the  amoimts  charged  by  the  institution 
or  the  expenses  reasonably  incurred  fm: 
room  and  board,  books,  supplies,  trans¬ 
portation,  and  miscellaneous  personal 
expenses,  and  expenses  related  to  main¬ 
tenance  oJ  a  student’s  dependents. 

(b)  In  the  case  of  a  student  engaged  m 
a  program  of  study  by  correspondence 
only  his  costs  of  tuition  and  fees  shall  be 
recognized  as  a  cost  of  education  for  the 
purpose  of  this  part;  provided,  however. 
That  travel  and  room  and  board  costs 
incurred  specifically  in  fulfillment  of  a 
required  p>eriod  of  residential  training 
may  be  considered  a  cost  of  education  for 
such  a  student. 

(c)  If  a  student  is  enrolled  in  a  pro¬ 
gram  of  study  outside  the  United  States 
which  has  been  determined  to  be  an 
eligible  program  pursuant  to  §  176.9(b), 
his  cost  of  education  may  not  exceed  his 
cost  of  education  at  his  home  campus. 

(20  U.S.C.  1070b) 

§  176.12  Expected  family  contribution. 

(a)  Dependent  students.  In  determin¬ 
ing  the  amoimt  of  income  and  net  assets 
that  should  reasonably  be  made  avail¬ 
able  by  the  dependent  student,  the  stu¬ 
dent’s  spouse,  and  the  student’s  parents 
to  meet  that  student’s  cost  of  education, 
the  student  financial  aid  officer  shall  take 
into  consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  include  the  student, 
the  student’s  spouse,  the  student’s  par¬ 
ents,  and  persons  for  whom  the  parent 
may  claim  an  exemption  under  §  151  of 
the  Internal  Revenue  Code) ; 

(2T  the  number  of  dependent  children 
of  the  student’s  parents; 

(3)  the  number  of  such  dependent 
children  attending  institutions  of  higher 
education; 

(4)  tuition  incurred  by  such  depend¬ 
ent  children  who  are  attending  ele¬ 
mentary  and  secondary  schools;  and 

(5)  such  other  circumstances  as  may 
affect  the  ability  of  the  student,  the  stu¬ 
dent’s  spouse,  and  the  student’s  parents 
to  contribute  toward  the  student’s  cost  of 
education. 

(b)  Independent  students.  In  deter¬ 
mining  the  amount  of  income  and  net 
assets  that  should  reasonably  be  made 
available  by  a  self-supporting  or  inde¬ 
pendent  student  and  that  student’s 
spouse  to  meet  such  student’s  cost  of 
education,  the  student  financial  aid 
officer  shall  take  into  consideration: 

(1)  Any  serious  illness  in  the  family 
(family  members  include  the  student, 
the  student’s  spouse,  and  persons  for 
whom  the  student  or  spouse  may  claim 
an  exemption  under  section  151  of  the 
Internal  Revenue  Code) ; 

(2)  The  number  of  dependent  children 
of  the  student: 

(3)  The  number  of  such  dependent 
children  attending  institutions  of  higher 
education; 

(4)  Tuition  incurred  by  such  depend¬ 
ent  children  who  are  attending  ele¬ 
mentary  and  secondary  schools;  and 

(5)  Such  other  circmnstances  as  may 
affect  the  ability  of  the  student  or  the 
student’s  spouse  to  contribute  toward  the 
student’s  cost  of  education. 
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(c)  Upon  the  request  of  a  student  who 
does  not  live  with  his  parents,  who  visits 
his  parents  for  periods  of  time  no  longer 
than  those  which  are  typical  for  adults 
visiting  their  pcuents,  and  who  does  not 
receive  from  his  parents  gifts  which  ex¬ 
ceed  in  value  the  amounts  typically  given 
by  parents  as  incidental  gifts  to  their 
adult,  nomlependent  offspring,  the  stu¬ 
dent  financial  aid  officer  shall  make  a 
determination  as  to  whether  the  rela¬ 
tionship  between  that  student  and  his 
parents  is  of  such  a  nature  that  it  is 
unreasonable  to  expect  the  parents  to 
contribute  toward  his  cost  of  education, 
regardless  of  their  ability  to  do  so.  The 
student  financial  aid  officer  shall  make 
the  reasons  for  such  determination  part 
of  the  Institution’s  written  records.  In 
any  event,  before  making  such  a  finding, 
the  student  financial  aid  officer  shall 
make  such  efforts  as  he  deems  appro¬ 
priate  to  ascertain  whether  the  student’s 
parents  are  in  fact  willing  to  contribute 
to  the  student’s  cost  of  education. 

(20U£.C.  1070b-2) 

§  176.1S  Approved  need  aniil>>is  sys¬ 
tems. 

(a)  In  order  to  comply  with  the  re¬ 
quirements  of  S  176.12,  an  Institution 
shall  utilize  a  need  analysis  system  or 
method  of  calculation  approved  by  the 
Commissioner  for  that  purpose  pursuant 
to  this  section. 

(b)  Dependent  students.  (1)  The  Com¬ 
missioner  has  approved  the  following 
systems  for  the  purpose  of  S  176.12(a), 
with  respect  to  dependent  students: 

(1)  The  method  of  calculating  an  ex¬ 
pected  family  contribution  used  in  the 
Basic  Educational  Opportunity  Grants 
Program  (45  CFR  Part  190) ;  and 

(ii)  The  Income  Tax  Syst^,  if  ad¬ 
justed  to  reflect  the  number  of  the  par¬ 
ents’  dependent  children  who  are  attend¬ 
ing  Institutions  of  higher  education.  For 
purposes  of  this  section,  the  expected 
family  contribution  calculated  accord¬ 
ing  to  the  Income  Tax  System  shall  be 
an  amount  equal  to  the  amount  of  Fed¬ 
eral  income  t^  paid  by  the  parents  of  a 
student,  plus  5  percent  of  such  parents’ 
net  assets  in  excess  of  $12,500  if  such 
assets  do  not  include  farm  or  business 
assets  and  $25,000  if  such  assets  do 
Include  farm  or  business  assets,  ex¬ 
cept  that  no  more  than  $12,500  may  be 
deducted  frcHn  non-farm  and  non-busi¬ 
ness  assets,  and  any  amount  the  student 
is  reasonably  able  to  contribute. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
piirpose  of  §  176.12(a) ,  for  use  with  re¬ 
spect  to  dependent  students,  which  is 
sutoiitted  in  accordance  with  the  proce¬ 
dures  set  forth  in  paragraph  (d)  of  this 
section  and  which  meets  the  following 
criteria: 

(i)  The  system  must  produce,  as  its 
standard  output,  expected  parents’  con¬ 
tribution  figures  for  dependent  students 
which:  (a)  increase  in  reasonably 
smooth  Increments  as  the  parents’ 
financial  strength,  measured  in  real 
terms,  increases:  and  (b)  are  equal  for 
families  of  equal  measured  financial 
strength;  and 


(ID  ’The  system  must  produce  ex¬ 
pected  parents’  contribution  figures 
which,  for  at  least  75  perc^t  of  a  set 
of  sample  cases  developed  and  made 
available  by  the  Commissioner,  deviate 
by  less  than  $50  from  the  figures  pro¬ 
duced  for  such  samide  cases  by  the  fol¬ 
lowing  calculaticms: 

(a)  From  the  sxim  of  the  adjusted 
gross  income  and  non-taxable  income  of 
the  parents,  there  will  be  deducted  the 
amoimt  of  Federal  income  taxes  and 
Social  Security  taxes,  an  allowance  of  8 
percent  of  total  income  for  state  and 
local  taxes,  and  an  amoimt  required  to 
maintain  the  family  (exclusive  of  the 
student’s  ms^tenance  during  the  aca¬ 
demic  year)  at  the  Bureau  of  Labor 
Statistics  consumption  cost  estimates  at 
a  low  standard  of  living; 

(b)  To  the  remainder  obtained  in  sub- 
paragraph  (a)  will  be  added  12  percent 
of  the  net  market  or  cash  value  of  the 
parents’  assets  remaining  after  deduction 
of  related  debt  and  a  standard  asset  re¬ 
serve  of  $10,000;  and 

(c)  The  following  rate  schedule  of  ex¬ 
pected  contributions  wlH  then  be  applied 
to  the  sum  obtained  in  subparagraph 
(b); 

If  tb«  Rum  ia — 


'  '  '  The  expected  contribution 

At  least —  But  less  is  — 
than — 


$0 _  f4,  000  22  percent  of  the  amount 

over  $0. 

14,000 _  5,000  1880-1-25  percent  of  the 

amount  over  $4,000. 

$5,000 _  6.  000  $1,130-1-29  percent  of  the 

amount  over  $5,000. 

$6,000 _  7,  000  $1,420-1-84  percent  of  the 

amount  over  $6,000. 

$7,000 _  8,000  $l,7to-l-40  percent  of  the 

amount  over  $7,000. 

$8.000 _  $2,160-1-47  percent  of  the 

amount  over  $8,000. 


(iii)  In  developing  the  sample  cases 
for  the  purposes  of  this  paragraph,  the 
Commissioner  shall  select  only  cases  in 
which  the  age  of  the  main  wage  earner 
is  45  years  and  in  which  the  elements 
set  forth  in  subparagraph  (2)  (il)  of  this 
paragraph  are  generally  present.  Ac¬ 
cordingly,  cases  will  not  be  selected 
which  involve  medical  and  dental  ex¬ 
penses,  casualty  and  theft  losses,  house¬ 
keeping  allowances,  farm  or  business  as¬ 
sets,  more  than  one  family  member 
attending  postsecondary  Institutions, 
Social  Security  or  Veteran’s  benefits  or 
any  unusual  family  circumstance. 

(iv)  In  comparing  the  output  of  a 
system  submitted  for  approval  under 
these  regulations  with  the  figures  for 
the  standard  sample  cases,  an  expected 
parental  contributicoi  of  less  than  zero 
shall  be  treated  as  zero. 

(V)  ’The  figures  for  the  set  of  sample 
cases  used  for  purposes  of  this  para¬ 
graph  shall  be  revised  annually  for  in¬ 
flation  by  adjusting  the  deductions  for 
family  maintenance,  the  $10,000  stand¬ 
ard  deduction  frimi  assets  and  the  rates 
of  contribution  from  Income  and  assets 
as  necessary  in  such  a  manner  that  the 
revised  standard  expected  contribu¬ 
tions,  expressed  in  constant  dollars,  re¬ 
main  constant  for  families  with  equal 
income  and  asset  positions  measured  in 
constant  dollars. 


(c)  Independent  students.  (1)  The 
Commissiemer  has  approved  the  follow¬ 
ing  systems  for  the  purpose  of  {  176.12 
(b)  with  respect  to  independent  stu¬ 
dents: 

(1)  ’The  method  of  calculating  an  ex¬ 
pected  family  oontribution  used  in  the 
Basic  Educational  C^portimity  Grants 
Program  (45  CFR  Part  190) ; 

(ii)  ’The  system  of  need  analysis  pub¬ 
lished  by  the  American  College  Testing 
Program; 

(iii)  The  system  of  need  analysis 
published  by  the  College  Scholarship 
Service; 

(iv)  The  system  of  need  analysis 
published  by  the  Graduate  and  Profes¬ 
sional  Student  Financial  Aid  Service: 
and 

(V)  The  system  of  need  analysis  pub¬ 
lished  by  Financial  Analysis  Service,  Inc., 
a  division  of  Donley,  Richardson  &  Asso¬ 
ciates. 

(2)  The  Commissioner  will  approve 
any  other  need  analysis  system  for  the 
purpose  of  §  176.12(b),  for  use  with  re¬ 
spect  to  independent  students,  which  is 
submitted  in  accordance  with  the  pro¬ 
cedures  set  forth  in  paragraph  (d)  of 
this  section  and  which  meets  the  follow¬ 
ing  criteria: 

(i)  The  system  must  produce,  as  its 
standard  output,  expected  family  con¬ 
tribution  figures  for  Independent  stu¬ 
dents  which:  (a)  increase  in  reasonably 
smooth  increments  as  the  family  finan¬ 
cial  strength,  measured  In  real  terms, 
increases;  and  (b)  are  equal  for  families 
of  equal  measured  financial  strength; 
and 

(ii)  ’The  system  must  produce  expected 
family  contribution  figures  which  are 
comparable  to  those  produced  by  one  of 
the  systems  specified  in  paragraph  <c» 

(1)  of  this  section. 

(d)  Application  procedures  for  system 
approval.  Any  person  or  institution  seek¬ 
ing  to  have  a  need  analysis  system  ap¬ 
proved  by  the  Commissioner  pursuant  to 
subparagraph  (b)  (2)  of  this  section  shall 
submit  such  system  to  the  Commissioner 
prior  to  June  30  of  each  year.  Such  sub¬ 
mission  shall  consist  of  sufficient  infor¬ 
mation  to  enable  the  Commissioner  to 
determine  that  the  system  meets  the 
criteria  set  forth  in  that  subparagraph, 
including  the  expected  family  contribu¬ 
tion  figures  produced  by  the  system  for 
the  sample  cases  developed  and  made 
available  by  the  Commissioner.  Any  per¬ 
son  or  institution  seeking  to  have  a  need 
analysis  system  approved  by  the  Com¬ 
missioner  pursuant  to  paragraph  (c) 

(2)  of  this  section  shall,  prior  to  June  30 
of  any  year,  submit  to  the  Commissioner 
sufficient  information  to  enable  him  to 
determine  that  the  system  meets  the  cri¬ 
teria  set  forth  in  that  subparagraph.  On 
or  before  September  1  of  each  year,  the 
Commissioner  will  publish  in  the  Fed¬ 
eral  Register  a  list  of  all  need  analysis 
systems  or  methods  of  calculation  which 
have  been  approved  for  use  In  the  suc¬ 
ceeding  academic  year. 

(e)  Duration  of  approval.  Need  anal¬ 
ysis  systems  approved  pursuant  to 
paragraphs  (b)  (1)  and  (c)  (1)  of  this 
section  are  approved  without  a  specified 
expiration  date.  A  need  analysis  system 
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approved  pursuant  to  subparagraph  (b) 

(2)  of  this  section,  and  included  on  the 
list  published  by  the  Commissioner  on  or 
before  September  1  of  one  year,  may  be 
used  by  an  institution  (i)  in  preparing 
its  application  for  funds  under  this  part 
which  is  to  be  submitted  on  or  before 
the  published  closing  date  next-foUowing 
that  September  1;  and  (ii)  in  determin¬ 
ing  the  eligibility  of  students  for  awards 
under  this  part,  and  in  calculating  the 
amount  of  such  awards,  to  be  used  by  the 
students  diiring  any  academic  year  com¬ 
mencing  not  earlier  than  9  months  and 
not  later  than  22  months  following  that 
September  1.  A  need  analysis  system  ap¬ 
proved  pursuant  to  paragraph  (c)  (2) 
of  this  section  shall  be  approved  for  an 
indefinite  period  of  time,  but  the  Com¬ 
missioner  may  request  periodic  confirma¬ 
tion  that  Jihe  system  remains  in  compli¬ 
ance  with  the  criteria  set  forth  in  that 
paragraph. 

(f )  Adjustments.  The  institution  may, 
in  an  individual  case,  further  adjust  the 
expected  family  conteibution  calculated 
according  to  one  of  the  need  analysis 
systems  approved  pursuant  to  this  sec¬ 
tion  if  the  student  financial  aid  olBBcer 
of  the  institution  has  reason  to  believe 
that  such  expected  family  contribution 
does  not  realistically  reflect  the  ability 
of  the  student  and  his  parents  to  con¬ 
tribute  towards  the  student’s  cost  of 
education.  Such  adjustments  shall  be 
dociunented  in  writing,  with  an  accom¬ 
panying  explanation,  and  made  a  part  of 
the  institution’s  records  with  respect  to 
this  part. 

(20U.S.C.  1070b-l  and  1070b-2) 

§  176.14  Coordination  of  student  finan¬ 
cial  aid  programs,  grant  amount,  and 
overaward. 

(a)  Coordinating  official.  The  institu¬ 
tion  shall  appoint  an  official  who  shall 
have  the  responsibility  of  coordinating 
the  program  covered  by  this  part  with 
the  Institution’s  other  Federal  and  non- 
Federal  programs  of  student  financial 
aid. 

(b)  Total  award.  The  institution  shall 
not  award  a  Supplemental  Grant  to  a 
student  in  an  amount  which,  when  com¬ 
bined  with  all  of  the  resources  made 
available  to  the  student  from  Federal  and 
non-Federal  sources,  would  exceed  the 
difference  between  the  student’s  cost  of 
education  and  his  expected  family  con¬ 
tribution,  as  determined  in  accordance 
with  one  of  the  need  analysis  systems 
or  methods  of  calculation  approved  by 
the  Commissioner  pursuant  to  5  176.13; 
Provided,  however.  That  in  no  event  may 
the  total  amount  of  aid  received  from 
all  Federal  and  non-Federal  sources  ex¬ 
ceed  the  student’s  cost  of  education. 

(c)  Resources.  For  purposes  of  para¬ 
graph  (b)  of  this  section,  the  term  “re¬ 
sources  made  available  to  the  student 
from  Federal  and  non-Federal  sources’’ 
includes,  but  is  not  limited  to,  the  amount 
of  funds  a  student  is  entitl^  to  receive 
under  the  Basic  Educational  Opportunity 
Grants  Program,  regardless  of  whether 
the  student  has  ai^lied  for  such  fimds, 
any  waiver  of  tuition  and  fees,  any  schol¬ 
arship  or  grant  including  Suppl^ental 


Educational  Opportunity  Grants  and 
athletic  scholarships,  any  fellowship 
or  assistantship,  any  loan  made  under 
the  Guaranteed  Student  Loan  Program 
(Title  IV-B  of  the  Higher  Education  Act 
of  1965)  except  in  cases  in  which  para¬ 
graph  (c)  of  this  section  applies,  any 
long-term  loan  made  by  the  institution 
other  than  tmder  the  Guaranteed  Stu¬ 
dent  Loan  Program  including  any  loan 
made  under  the  National  Direct  Student 
Loan  Prc^ram,  and  any  expected  net 
earnings  frcun  employment  during  pe¬ 
riods  for  which  the  student  receives  a 
grant.  For  purposes  of  this  section  “net 
earnings’’  means  gross  earnings  minus 
required  withholdings  and  any  costs  inci¬ 
dental  to  obtaining  such  earnings. 

(d)  Treatment  of  Guaranteed  Loans. 
(1)  Except  as  provided  in  paragraph 
(d)  (2)  of  this  section,  loans  made  un¬ 
der  the  Guaranteed  Student  Loan  Pro¬ 
gram  shall  not  be  considered  a  student 
resource  and  may  be  used  to  satisfy  the 
exp>ected  family  contribution  of  the  bor¬ 
rower  calculated  in  accordance  with 
§  176.12.  If  the  amount  of  such  a  loan 
exceeds  the  borrower’s  expected  family 
contiibution,  orJy  such  excess  shall  be 
considered  a  student  resource. 

(2)  Loans  for  which  interest  benefits 
are  payable  under  section  428  of  Title 
rV-B  of  the  Higher  Education  Act  of 
1965,  as  amended  (20  U.S.C.  1078),  shall 
be  considered  a  student  resource  and 
may  not  be  used  to  satisfy  a  student’s 
expected  family  contribution  if  (i)  the 
borrower  has  an  adjusted  family  income 
of  more  than  $15,000,  as  determined  in 
accordance  with  applicable  Guaran¬ 
teed  Student  Loan  Program  Regulations 
(45  CFR  Part  177) ,  or  (ii)  the  amount  of 
the  loan  would  cause  the  total  amount 
of  the  borrower’s  loans  insured  by  the 
Commissioner,  or  by  a  State  or  nonprofit 
private  institution  having  an  agreement 
with  the  Commissioner  imder  section 
428(b)  of  the  Higher  Education  Act  (20 
U.S.C.  1078(b)),  to  exceed  $2,000  for 
that  academic  year. 

(e)  Administrative  responsibility.  The 
institution’s  responsibility  under  para¬ 
graph  (b)  of  this  section  shall  extend 
only  to  those  resources  which  the  insti¬ 
tution  itself  makes  available  to  the  stu¬ 
dent,  or  about  which  it  knows  or  has 
reason  to  know  or  can  reasonably  antici¬ 
pate  at  the  time  that  Supplemental 
Grant  fimds  are  disbursed  to  the  student. 
The  amoimt  of  net  earnings  from  any 
employment  provided  by  the  institution 
for  any  academic  year  and/or  special 
session  covered  by  the  grant  award  shall 
be  deemed  to  have  been  known  by  the 
institution  at  the  time  of  disbursement 
of  such  grant. 

(f)  An  institution  will  be  deemed  to 
have  violated  the  requirements  of  this 
section  only  if  the  sum  of  all  the  re¬ 
sources  made  available  to  the  student, 
including  assistance  imder  this  part,  ex¬ 
ceeded  the  student’s  need  by  more  than 
$100.  However,  if  the  resources  made 
available  to  the  student  included  com¬ 
pensation  for  work-study  employment 
and  the  student  earned  additional  money 
from  other  employment,  the  institution 
will  be  deemed  to  have  violated  the  re¬ 


quirements  of  this  section  only  if  the 
sum  of  the  assistance  received  by  the 
student  exceeded  the  student’s  need  by 
more  than  $200. 

(20  UJ3.C.  10706) 

§  176.15  Coordination  with  Bureau  of 
Indian  Affairs  grants-in-aid. 

(a)  In  determining  the  amount,  if  any, 
of  a  Supplemental  Grant  to  be  awarded 
to  a  student  who  is  eli^ble  for  such  a 
grant  and,  in  addition,  is  eligible  for  an 
educational  grant-in-aid  under  a  pro¬ 
gram  administered  by  the  Bureau  of  In¬ 
dian  Affairs  (BIA) ,  the  institution  shall 
observe  the  following  practice: 

(DA  “package’’  of  student  assistance 
will  be  prepared  in  accordance  with 
§  176.14  for  each  such  student  from  re¬ 
sources  other  than  BIA  grants-in-aid.  In 
preparing  such  a  package,  the  institution 
shall  not  take  into  consideration  any 
BIA  grant-in-aid  which  the  student  has 
received  or  is  expected  to,  receive  and 
such  package  shall  be  consistent,  as  to 
the  t3^pes  and  amounts  of  the  respective 
awards  included  therein,  with  packages 
prepared  for  students  who  are  not  eligi¬ 
ble  for  BIA  grants-in-aid,  who  have 
similar  levels  of  financial  need  and  who 
are  similar  with  respect  to  any  other 
general  characteristics  used  by  the  insti¬ 
tution  in  preparing  such  packages. 

(2)  The  amount  of  any  BIA  grant-in- 
aid,  whether  received  by  the  student 
prior  to  the  preparation  of  the  package 
described  in  paragraph  (a)(1)  of  this 
section  or  subsequent  thereto,  shall  be 
supplementary  to  the  package  of  aid 
from  other  resources,  and  no  adjustment 
shall  be  made  to  such  package  so  long 
as  the  total  of  such  package  and  the  BIA 
grant-in-aid  does  not  exceed  the  institu¬ 
tion’s  determination  of  the  student’s 
need  (i.e.,  the  difference  between  the 
student’s  cost  of  education  at  the 
institution  and  his  expected  family 
contribution) . 

(3)  If  the  total  amount  of  the  BIA 
giant-in-aid,  when  combined  with  tiie 
package  of  other  assistance  prepared  in 
accordance  with  paragraph  (a)(1)  of 
this  section  exceeds  the  institution’s  de¬ 
termination  of  the  student’s  need,  the 
amount  of  such  excess  only  shall  be  de¬ 
ducted  from  the  package  of  other  assist¬ 
ance.  Except  as  provided  for  in  para¬ 
graph  (a)  (4)  of  this  section,  such  deduc¬ 
tion  shall  be  done  in  sequence,  so  that 
such  excess  is  first  deducted  from  any 
awards,  or  proposed  awards,  in  the  form 
of  loans:  if  an  excess  still  remains  after 
all  such  loan  awards  have  been  adjusted, 
deductions  shall  next  be  made  from  any 
awards,  or  proposed  awards,  in  the  form 
of  work-study;  if  an  excess  still  remains 
after  all  such  work-study  awards  have 
been  adjusted,  deductions  shall  be  made 
from  any  award,  or  proposed  award,  in 
the  form  of  a  grant,  other  than  a  grant 
under  the  Basic  Educational  Opportunity 
Grants  Program. 

(4)  If  requested  by  an  eligible  recipi¬ 
ent,  the  sequence  of  deductions  provided 
in  paragraph  (a)  (3)  of  this  section 
may  be  altered  if  such  an  alteration  more 
adequately  meets  the  need  of  that 
student. 
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(b)  In  determining  the  amount  of 
financial  need  of  students  eligible  fw 
BIA  grants-ln-ftid,  the  institution’s  stu¬ 
dent  financial  aid  officer  is  encouraged 
to  consult  with  BIA  area  officials  who  are 
responsible  for  administering  BIA  post¬ 
secondary  financial  assistance  programs 
and  are  familiar  with  the  individual 
financial  circumstances  of  such  students. 

(c)  Educational  grants-in-aid  made  to 
students  at  an  institution  imder  a  pro¬ 
gram  administered  by  the  Bureau  of  In¬ 
dian  Affairs  shall  be  considered  to  be 
financial  aid  made  available  through 
such  institution,  for  purposes  of  §  176.16, 
if: 

(1)  The  institution  reviews  the  appli¬ 
cations  for  such  grants;  and 

(2)  The  institution  selects  the  recipi¬ 
ents  for.  and  determines  the  amounts  of, 
such  grants. 

(20  UA.C.  1070b-l) 

§  176.16  Amount  of  grant. 

(a)  The  amount  of  a  grant  awarded  to 
a  student  for  any  academic  year  shall  be 
equal  to  the  amount  determined  by  the 
institution  to  be  needed  by  that  student 
to  enable  him  to  pursue  a  course  of 
study  at  the  institution  for  an  academic 
year,  except  that  such  amoimt  shall  not 
exceed  $1,500  or  one-half  the  sum  of 
the  total  amount  of  student  financial  aid 
made  available  through  the  institution 
to  such  student,  whichever  is  the  lesser. 
However,  no  grant  shall  be  aurarded  to 
any  student  for  any  academic  year  if  the 
amoimt  of  such  award  for  such  period 
would  be  less  than  $200. 

<b)  The  amount  of  a  grant  awarded  to 
a  student  for  any  period  which  is  less 
than  an  academic  year  in  length  shall  be 
limited  by  a  maximum  and  a  minimum 
which  bear  the  same  proportion  to  $1,500 
and  $200,  respectively,  as  the  length  of 
that  period  bears  to  the  length  of  an 
academic  year,  but  in  no  event  may  the 
amount  of  the  grant  exceed  one-half  the 
sum  of  the  total  amount  of  student  fi¬ 
nancial  aid  made  available  through  the 
institution  to  the  student  for  that  period. 

(c)  For  purposes  of  paragraphs  (a) 
and  (b)  of  this  section,  pasnnents  to 
students  under  the  Basic  Educational 
Opportunity  Grants  Program,  the  Col¬ 
lege  Work-Study  Program,  the  National 
Direct  Student  Loan  Program,  and  this 
part  and  any  assistance  provided  to  a 
student  under  any  scholarship  program 
established  by  a  State  or  a  private  insti¬ 
tution  or  organization  shall  be  deemed 
to  be  student  financial  aid  made  avail¬ 
able  through  the  institution. 

(d)  No  student  shall  be  awarded  more 
than  $4,000  in  the  aggregate  under  this 
part,  except  that  a  student  whose  eligibil¬ 
ity  is  extended  for  a  fifth  year  pursuant 
to  paragraph  (a)  of  §  176.10  may  receive 
an  amoimt  which  in  the  aggregate  is  not 
in  excess  of  $5,000. 

<e)  In  order  to  qualify  as  financial  aid 
made  available  to  the  student  through 
the  institution  for  purposes  of  para¬ 
graphs  (a)  and  (b)  of  this  section,  such 
aid  must  be  disbursed  by  the  institution 
to  the  student  prior  to  the  end  of  the 
academic  year  for  which  the  student  re- 
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ceived  an  award  under  this  part.  How¬ 
ever,  this  requirement  is  not  applicable  to 
the  extent  that  such  aid  is  in  the  form  of 
scholarships  from  outside  sources  wh«« 
disbursements  are  not  within  the  control 
of  the  institution.  H  such  financial  aid 
is  in  the  form  of  compensation  for  work 
performed  for  the  institution  or  for  an 
employer  other  than  ihe  institution  un¬ 
der  an  agreement  with  the  institution, 
such  compensation  must  be  earned  by  the 
student  prior  to  the  end  of  such  academic 
year  and  payment  therefor  must  occur  no 
later  than  the  next  regular  payday  fol- 
low'ing  the  end  of  the  payroll  period  dur¬ 
ing  which  the  work  was  performed. 

(20  U.S.C.  I07(n>-1) 

§  176.17  Payment  uf  grant. 

(a)  A  student’s  award  for  an  academic 
year  shall  be  divided  among  payment 
periods  which  correspond  to  the  number 
of  semesters,  trimesters,  or  quarters  in 
the  institution’s  academic  year.  ’The 
amounts  which  may  be  paid  during  any  ' 
payment  period  shall  be  in  the  same  ratio 
to  the  student’s  award  for  the  academic 
year  as  the  length  of  that  payment  period 
bears  to  the  length  of  the  academic  year 
at  that  institution.  An  Institution  which 
does  not  utilize  such  academic  terms  shall 
reserve  at  least  half  of  a  student’s  Sup¬ 
plemental  Grant  for  an  academic  year  for 
payment  to  him  after  the  midpoint  of 
such  academic  year.  Within  each  pay¬ 
ment  period  the  institution  may  pay  the 
student  at  such  times  and  in  such  install¬ 
ments  as  the  institution  determines  will 
best  meet  his  need  for  such  funds. 

(b)  Before  making  the  initial  payment 
of  a  Supplemental  Grant  for  any  year  to 
a  student  the  Institution  shall  obtain 
from  that  student  a  written  acceptance 
of  the  grant  and  a  signed  statement  in¬ 
dicating  that  the  student  received  notice 
of  the  amount  of  his  Supplemental 
Grant,  of  the  fact  that  such  amount  may 
not  exceed  50  percent  of  the  total  amount 
of  student  financial  aid  made  available 
to  him  through  the  institution,  of  the 
nature  and  source  of  the  other  student 
financial  aid  made  available  to  him 
through  the  institution,  and  of  the  fact 
that^e  payment  of  the  Supplemental 
Grant  is  conditional  on  the  recipient’s 
maintaining  satisfactory  progress  in  the 
course  of  study  he  is  pursuing  according 
to  the  regularly  prescribed  standards  and 
practices  of  the  institution  from  which 
he  received  the  grant  and  on  the  recip¬ 
ient’s  canning  an  academic  workload 
sufficient  to  qualify  him  as  at  least  a 
half-time  student  during  the  academic 
year. 

(c)  A  recipient  of  a  Supplemental 
Grant  under  this  part  shall  remain  eli¬ 
gible  to  receive  payments  only  if  he:  (1) 
Continues  to  be  in  exceptional  financial 
need,  (2)  maintains  satisfactory  progress 
in  the  course  of  study  he  Is  pursuing  ac¬ 
cording  to  the  regulaily  prescribed  stand¬ 
ards  and  practices  of  the  Institution  from 
which  he  received  the  grant,  and  (3)  car¬ 
ries  an  academic  workload  sufficient  to 
qualify  him  as  at  least  a  half-time  stu¬ 
dent  during  the  academic  year. 

(20  U.S.C.  1070b) 


§  176.18  Special  sessions. 

(a)  A  student  enrolled  in  an  institu¬ 
tion  of  higher  education  in  one  or  more 
classes  during  a  period  of  special  enroll¬ 
ment,  such  as  a  special  summer  term,  will 
be  eligible  for  a  Supplemental  Grant  if 
he  Cl)  meets  the  other  eligibility  require¬ 
ments  of  this  part,  (ii)  is  registered  as 
at  least  a  half-time  student  at  that  in¬ 
stitution  during  such  session,  and  (iii) 
is  either  in  attendance  as  at  least  a  half¬ 
time  student  at  that  institution  during 
the  regular  term  immediately  preceding 
such  session  or  will  be  enrolled  or  has 
been  accepted  for  enrollment  as  at  least 
a  half-time  student  during  the  subse¬ 
quent  regular  term  at  that  institution. 

(b)  A  student  receiving  a  grant  while 
in  attendance  during  such  a  special  ses¬ 
sion  will  be  considered  to  have  expended 
at  least  one-half  of  a  semester,  trimester, 
or  quarter,  as  the  case  may  be,  of  grant 
eligibility. 

(20  UJ5.C.  1070b-l) 

§  176.19  [Reserved] 

§  176.20  Maintenance  of  effort. 

(a)  For  each  fiscal  year  for  which  it 
receives  an  allocation  of  funds  under  this 
part,  the  institution  shall  continue  to  ex¬ 
pend,  in  its  own  scholarship  and  student 
aid  programs,  an  amount  which  is  not 
less  than  the  average  expenditure  per 
year  made  for  that  purpose  during  the 
three  fiscal  years  preceding  (1)  the  ef¬ 
fective  date  of  any  agreement  required 
by  section  443  of  the  College  Work-Study 
Program  (42  U.S.C.  2753)  or  section  407 
of  the  Educational  Opportunity  Grants 
Program  (20  U.S.C.  1067)  which  was  in 
effect  on  Jime  30, 1973,  (2)  ihe  fiscal  year 
for  which  the  institution  receives  or  re¬ 
ceived  its  first  allocation  of  funds  under 
the  College  Work-Study  Program,  (3) 
the  fiscal  year  for  which  the  Institution 
received  its  first  allocation  of  funds  un¬ 
der  the  Educational  Opportunity  Grants 
Program  (20  U.S.C.  1061-1067,  1069) ,  or 
(4)  the  fiscal  year  for  which  the  insti¬ 
tution  receives  or  received  its  first  allo¬ 
cation  of  funds  under  this  part  if  the 
institution  did  not  participate  in  the 
Educational  Opportunity  Grants  Pro¬ 
gram  in  the  fiscal  year  immediately  pre¬ 
ceding  that  fiscal  year,  whichever  is  the 
latest. 

(b)  (1)  ’The  Comissioner  may  waive 
the  requirements  set  forth  in  paragraph 
(a)  of  this  section  for  a  fiscal  year  under 
special  and  unusual  circumstances,  such 
as,  where  the  institution’s  inability  to 
expend  the  amount  required  thereunder 
is  attributable  to  (i)  a  withdrawal  of 
funds  from  outside  sources  (for  public 
institutions,  public  appropriations  are 
not  considered  an  outside  source) ,  or  (ii) 
a  decline  in  enrollment  where  the  institu¬ 
tion  ccmtinued  to  expend  in  Its  own 
scholarship  and  student  aid  program  on 
a  per-enroUed-student  basis  an  amount 
at  least  equal  to  the  average  amount  ex¬ 
pended  per  enrolled  student  during  the 
three  year  base  period 

(2)  Where  an  institution  has  failed  to 
meet  the  requirements  set  forth  in  paza- 
graph  (a)  of  this  section  for  a  particular  { 
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fiscal  year  because  it  withdrew  as  a  direct 
lender  under  the  Guaranteed  Student 
Loan  Program,  the  Commissicmer  may 
waive  that  porticm  of  the  failure  that  is 
equivalent  to  the  average  amoimt  of  loans 
made  by  the  institution  as  a  direct  lender 
imder  the  Guaranteed  Student  Loan  Pro¬ 
gram  during  the  3  year  base  period  if  (i) 
the  institution  provides  financial  as¬ 
sistance  to  its  students  in  an  amount 
equivalent  to  the  amount  it  is  required 
to  maintain  pursuant  to  paragraph  (a) 
through  its  own  scholarship  and  student 
financial  aid  expenditures  and  by  ar¬ 
ranging  alternative  sources  of  such  as¬ 
sistance.  and  (ii)  the  amount  of  alterna¬ 
tive  sources  that  is  included  does  not 
exceed  the  amount  that  the  Commis¬ 
sioner  may  waive. 

(3)  Where  an  institution  has  failed  to 
meet  the  requirements  set  forth  in  para¬ 
graph  (a)  of  this  section  for  a  particular 
fiscal  year  because  its  authority  to 
participate  as  a  direct  lender  under  the 
Guaranteed  Student  Loan  Program  was 
withdrawn  by  the  Commissioner  prior  to 
July  1, 1976,  the  Commissioner  may  waive 
that  portion  of  the  failure  for  each  such 
fiscal  year  prior  to  July  1,  1976  that  is 
equivalent  to  the  average  amount  of 
loans  made  by  the  institution  as  a  direct 
lender  imder  the  Guaranteed  Student 
Loan  Program  during  the  3  year  base 
period. 

(4)  Where  an  institution  has  failed  to 
meet  the  requirements  set  forth  in  para¬ 
graph  (a)  of  this  section  because  its 
authority  to  participate  as  a  direct  lender 
under  the  Guaranteed  Student  Loan 
Program  was  withdrawn  by  the  Cmn- 
missioner  after  June  30,  1976,  the  Com¬ 
missioner  may  waive  for  that  fiscal  year 
that  portion  of  the  failure  that  is  equiv¬ 
alent  to  the  average  amount  of  loans 
made  by  the  institution  as  a  direct 
lender  under  the  Guaranteed  Student 
Loan  Program  during  the  3  year  base 
period.  The  Ccmunlssion  may  also  waive 
that  amount  for  future  fiscal  years  if 

(i)  the  institution  provides  financial 
assistance  to  its  students  in  an  amoimt 
it  is  required  to  maintain  pursuant  to 
paragraph  (a)  through  its  own  scholar¬ 
ship  and  student  financial  aid  expendi¬ 
tures  and  by  arranging  alternative 
sources  of  such  assistance,  and  (il)  the 
amount  of  alternative  sources  that  is  in¬ 
cluded  does  not  exceed  the  amount  that 
the  Commissioner  may  waive. 

(5)  For  purposes  of  this  paragraph  the 
Commissioner  will  consider  that  the  in¬ 
stitution  has  arranged  alternate  sources 
of  assistance  for  its  students  if  such 
assistance  is  provided  to  the  institu- 

^tion's  students  pursuant  to  a  wrlttai 
agreement  between  the  institution  and 
the  funding  source. 

(6)  For  purposes  of  this  section  "fiscal 
year”  means  a  period  beginning  on  July  1 
and  ending  on  the  following  June  30.  (A 
fiscal  year  is  designated  in  accordance 
with  the  calendar  year  in  which  the  end¬ 
ing  date  of  the  fiscal  year  occurs.) 

(c)  In  order  to  obtain  a  waiver  of  the 
maintenance  of  effort  requirement  set 
forth  in  paragraph  (a)  of  this  section 
for  a  particular  fiscal  year,  an  institu¬ 
tion  shall  submit  to  the  Commissioner  a 
request  for  such  a  waiver  and  a  descrip¬ 


tion  of  the  circumstances  Justifying 
such  a  waiver. 

(d)  An  institution’s  "own  sch(^rshlp 
and  student  financial  aid  program”  in¬ 
cludes  any  expenditure  of  institutional 
funds  for  scholarships,  grants,  loans, 
tuition  and  fee  waivers  or  remlsslms, 
and  employmoat  given  to  students  en¬ 
rolled  at  the  institution  at  both  the 
graduate  and  undergraduate  level, 
whether  or  not  such  students  are  eligible 
to  participate  in  the  Supplemental 
Grants  or  College  Work-Study  Programs. 
Funds  given  to  the  institution  from  an 
outside  source  to  be  used  for  scholarships 
or  other  forms  of  student  financial  aid, 
but  with  respect  to  which  the  institution 
has  the  authority  to  choose  the  recipients 
and  the  amount  such  recipients  will  re¬ 
ceive,  shall  be  deemed  to  be  institutional 
funds;  however,  funds  received  from  Fed¬ 
eral  sources  to  be  used  for  student  fi¬ 
nancial  aid  may  not.  in  any  event,  be 
considered  as  part  of  an  institution’s  own 
scholarship  and  student  financial  aid 
program  for  purposes  of  paragraph  (a) 
of  this  section. 

(e)  (1)  An  institution  may,  in  accord¬ 
ance  with  its  stated  practice,  consider 
scholarships  and  other  student  financial 
assistance  given  to  .students  who  are  de¬ 
pendents  of  faculty  monbers  or  other 
employees  of  the  institution  as  either 
student  financial  aid  or  employee  bene¬ 
fits. 

(2)  An  institution  shall  include  fel¬ 
lowships  and  assistantships  as  part  of 
its  program  of  student  financial  assist¬ 
ance  unless  it  is  the  stated  practice  of 
the  institution  to  consider  such  holders 
of  fellowships  and  assistantships  as 
members  of  the  institution’s  faculty.  In 
such  a  case  payments  under  such  fellow¬ 
ships  and  assistantships  need  not  be  con¬ 
sidered  financial  aid. 

(3)  An  election  of  treatment  under 
paragraphs  (e)  (1)  and  (2)  of  this  sec¬ 
tion  shall  apply  to  both  the  base  year 
period  and  current  year  expenditures.  A 
change  of  treatment  will  be  permitted 
only  with  the  express  written  approval  of 
the  Commissioner. 

(20  UA.C.  1088c) 

§176.21  Transfer  of  funds. 

(a)  "An  institution  may  transfer  up  to 
10  percent  of  its  allocation  for  a  fiscal 
year  imder  the  Supplemental  Grants 
Program  to  its  allocation  of  funds  for 
that  fiscal  year  under  the  College  Work- 
Study  Program  to  be  used  in  accordance 
with  the  provisions  of  that  later  pro¬ 
gram.  Similarly,  an  institution  may 
transfer  up  to  10  percent  of  its  allocation 
for  a  fiscal  year  under  the  College  Work- 
Study  Program  to  its  allocation  of  funds 
for  that  fiscal  year  under  the  Supple¬ 
mental  Grants  Program  to  be  used  in  ac¬ 
cordance  with  the  provisions  of  this  part. 
The  transfer  of  funds  from  the  Supple¬ 
mental  Grants  Program  may  be  made 
without  regard  to  whether  such  funds 
were  allocated  for  initial  or  continuing 
grants  and  funds  transferred  to  the  Sup¬ 
plemental  Grants  Program  may  be  al¬ 
located  by  the  institution  between  its  al¬ 
location  for  Initial  or  continuing  grants 
as  the  institution  sees  fit. 


(b)  Any  amount  transferred  pursuant 
to  paragraidi  (a)  of  this  section  shall 
be  reported  on  the  annual  Institutlmal 
Fiscal-Operations  Report  required  by 
i  176.23(b)(2). 

(20  U.S.C.  1088e) 

§  176.22  Use  of  funds. 

(a)  Federal  funds  allocated  to  an  in¬ 
stitution  under  this  part  may  be  used  by 
the  institution  (1)  to  make  grants  to  eli¬ 
gible  students,  (2)  as  payments  in  Ueu 
of  reimbursement  for  its  expenses  in  ad¬ 
ministering  the  program  during  the  fiscal 
year,  and  (3)  to  transfer  to  the  Col¬ 
lege  Work-Study  Program  pursuant  to 
S  176.21. 

(b)  An  institution  of  higher  education 

shall  be  entitled  to  use  as  payment  in 
lieu  of  reimbursement  for  its  adminis¬ 
trative  expenses  for  each  fiscal  year  for 
which  it  receives  an  allocation  under 
§  176.4  an  amount  equal  to  not  more  than 
three  percent  of  the  institution’s  pay¬ 
ments  to  its  students  from  its  allocation 
for  that  fiscal  year.  However,  the  aggre¬ 
gate  amount'  paid  to  an  institution  in 
lieu  of  expenses  for  administration  under 
this  part  and  the  College  Work-Study 
Program  plus  the  amount  withdrawn  for 
such  purposes  from  the  institution’s 
National  Direct  Student  Loan  fund  may 
not  in  the  aggregate  exceed  $125,000  for 
any  fiscal  year.  ' 

(20  U.S.C.  1070b;  1088b) 

§  176.23  Fiscal  procedures  and  records. 

(a)  Fiscal  procedures.  (1)  The  institu¬ 
tion  shall  a^inlster  the  Supplemental 
Grants  Program  in  such  a  manner  as  to 
provide  for  an  adequate  system  of  in¬ 
ternal  controls.  The  various  administra¬ 
tive  procedures  shall  be  divided  so  as  to 
provide  for  a  system  of  checks  and  bal¬ 
ances  under  which  no  p>erson  will  be  di¬ 
rectly  responsible  for  all  aspects  of  the 
program.  The  functions  of  authorizing 
payment  and  disbursing  funds  shall  be 
divided  in  such  a  fashion  that  no  office 
has  responsibility  for  both  functions,  with 
respect  to  any  particular  student  aided 
under  the  program. 

(2)  Physical  segregation  of  cash  de¬ 
positories  for  Federal  funds  which  are 
provided  to  an  institution  is  not  required. 
However,  institutions  shall  give  notice  to 
any  bank  in  which  they  deposit  Federal 
funds  of  all  accounts  in  that  bank  in 
which  such  funds  are  deposited.  This  no¬ 
tice  can  be  accomplished  in  either  of  the 
following  ways : 

(i)  Include  in  the  name  of  the  ac¬ 
count  the  fact  that  Federal  funds  are 
deposited  therein;  or, 

(ii)  Send  a  letter  to  the  bank  listing 
the  accounts  in  which  Federal  funds  will 
be  deposited.  A  copy  of  this  letter  must  be 
retained  in  the  institution’s  files. 

(b)  Records  and  reporting.  (1)  Each 
institution  shall  establish  and  maintain 
on  a  current  basis,  adequate  records 
which  reflect  all  transactions  with  re¬ 
spect  to  the  program  and  shall  establish 
and  maintain  such  general  ledger  con¬ 
trol  accounts  and  related  subsidiary 
accounts  as  are  necessary  to  identify  all 
transactions  involving  Federal  funds 
available  under  this  part  and  to  separate 
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records  of  such  transactions  from  all 
other  instltutlcmal  assets  and  activities. 
Such  records  shall  afford  ready  identifi¬ 
cation  of  each  student’s  account  and  the 
status  thereof,  including  separation  of 
initial  and  continuing  grant  amounts, 
shall  be  adequate  to  demonstrate  the  eli¬ 
gibility  of  every  student  aided  under  the 
program,  shall  indicate  the  amount  of 
need  determined  for  each  student  and 
the  way  that  need  has  been  met,  and  shall 
identify  -  the  institutional  ofBcer  who 
made  the  determination  of  such  need. 

(2)  An  institution  shall  submit  an 
annual  Institutional  Fiscal-Operations 
Report  and  such  other  reports  and  in¬ 
formation  in  such  form  and  at  such 
times  as  the  Commissioner  may  require 
in  connection  with  the  administration  of 
this  part  and  shall  comply  with  such  re¬ 
quirements  as  the  Commissioner  may 
find  necessary  to  insure  the  correctness 
of  such  reports. 

(c)  Retention  of  records. — (1)  Rec¬ 
ords.  Each  recipient  shall  keep  intact 
and  ^cessible  records  relating  to  the 
receipt  and  expenditure  of  Federal  fimds 
in  accordance  with  §  434(a)  of  the  Gen¬ 
eral  Education  Provisions  Act  (20  U.S.C. 
1232c) ,  including  all  accoimting  records 
and  related  original  and  supporting  doc¬ 
uments  that  substantiate  costs  charged 
to  the  award. 

(2)  Period  of  retention.  Except  as  pro¬ 
vided  in  paragraph  (c)  (4)  of  this  sec¬ 
tion,  the  records  specified  in  paragraph 

(c)  (1)  of  this  section  shall  be  re¬ 
tained  for  5  years  after  the  date  of  the 
submission  of  the  annual  Institutional 
Fiscal-Operations  Report. 

(3)  Microfilm  copies.  Recipients  may 
substitute  microfilm  copies  in  lieu  of  orig¬ 
inal  records  in  meeting  the  requirements 
of  this  section. 

(4)  Audit  questions.  The  records  in¬ 
volved  in  any  claim  or  expenditure  which 
has  been  questioned  by  Federal  audit 
shall  be  further  retained  until  resolution 
of  any  such  audit  questions;  Provided, 
however,  lhat  records  need  not  be  re¬ 
tained  if  th^  relate  to  a  grant  with  re¬ 
spect  to  which  actions  by  the  United 
States  to  recover  for  diversion  of  Federal 
funds  are  barred  by  the  statute  of  limi¬ 
tation  in  28  U.S.C.  2415(b) . 

(5)  Audit  and  examination.  The  Secre¬ 
tary  and  the  CMnptroller  Genatil  of  the 
United  States,  or  any  of  their  duly  au¬ 
thorized  representatives,  shall  have  ac¬ 
cess,  for  the  purpose  of  audit  and  exami¬ 
nation,  to  the  records  specified  in  para¬ 
graph  (c)  (1)  of  this  section  and  to 
any  other  p^tinent  books,  documents, 
papers,  and  records  of  the  recipient. 

(d)  Audits — non-Federal.  All  of  an  in¬ 
stitution’s  transactions  involving  its  Sup¬ 
plemental  Grant  fimds  shall  be  audited 
by  the  institution  or  at  the  institution’s 
direction  to  determine,  at  a  minimum, 
the  fiscal  integrity  of  financial  transac¬ 
tions  and  r^x>rts  and  whether  such 
transactions  are  in  compliance  with  ap¬ 


plicable  laws  and  regulations.  Such 
audits  shall  be  performed  in  accordance 
with  the  Department  of  Health,  Educa¬ 
tion,  and  Welfare  “Audit  Guide”  for  stu¬ 
dent  financial  aid  programs.  The  fre¬ 
quency  of  such  audits  shall  depend  on 
the  size  and  complexity  of  the  activity 
of  the  program  except  that  such  audits 
shall  be  carried  out  at  least  once  ev^ 
two  years. 

(e)  Such  audit  reports  shall  be  sub¬ 
mitted  to  the  HEW  Audit  Agency  at  the 
regional  office  of  the  Department  of 
Health,  Education,  and  Welfare  serving 
the  region  in  which  the  institution  is 
located  for  its  review.  The  Audit  Agency 
and  the  Commissioner  shsdl  also  be  given 
access  to  records  or  other  documents  as 
may  be  necessary  to  review  the  results 
of  such  audits. 

(20  U.S.C.  1070b;  20  U5.C.  1232c) 

§  176.24  Federal  interest  in  allocated 
funds. 

Funds  received  by  an  institution  pur¬ 
suant  to  this  part,  excluding  funds  au¬ 
thorized  for  administrative  expenses,  are 
to  be  held  in  trust  for  the  intended  stu¬ 
dent  beneficiary.  Such  funds  may  be  used 
only  for  the  purposes  for  which  they  were 
allocated  and  may  not  be  pledged  or 
hypothecated  for  any  other  purpose. 

(20  U.S.C.  1070b) 

§  176.25  Termination  and  suspension. 

(a)  General.  If  the  Commissioner  finds 
that  any  of  the  assurances  or  representa¬ 
tions  made  by  an  institution  in  connec¬ 
tion  with  the  administration  and  opera¬ 
tion  of  the  Supplemental  Grant  Program 
is  incomplete  or  inaccurate  in  any  mate¬ 
rial  respect  or  that  there  has  been  a  fail¬ 
ure  to  CMnply  with  any  of  the  provisions 
of  this  part,  he  may,  after  giving  the 
institution  notice  and  an  opportunity  for 
a  hearing,  terminate  the  agreement  en¬ 
tered  into  pursuant  to  §  176.8  or  take 
such  other  actions  as  may  be  necessary 
and  appropriate  to  protect  the  interest 
of  the  United  States.  ’The  termination 
of  the  institution’s  participation  in  the 
program  shall  not  a^ect  the  (^ligations 
previously  incurred  by  either  party  under 
that  agreement  or  this  part. 

(b)  Notice  of  termination.  Proceedings 
with  respect  to  the  termination  *of  the 
program  shall  be  initiated  by  the  mailing 
of  a  notice  to  the  institution  setting  forth 
the  basis  of  the  proposed  termination 
and  the  procedures  available  to  the  re¬ 
cipient  under  this  section. 

(c)  Suspension  of  assistance.  Subject 
to  paragraph  (e)  of  this  section,  assist¬ 
ance  may  be  suspended  during  the  pend¬ 
ency  of  a  termination  proceeding  initi¬ 
ated  pursuant  to  this  section. 

(d)  Notice  of  suspension.  If  the  Com¬ 
missioner  determines  that  suspension  of 
assistance  during  the  pendency  of  a 
termination  proceeding  is  necessary,  no¬ 
tice  of  the  suspension  shall  be  mailed 


to  the  recipient  (which  may  be  included 
in  the  notice  of  termination) .  The  notice 
of  suspension  shall:  (1)  inform  the  re¬ 
cipient  of  that  determination,  (2)  advise 
the  recipient  of  the  effective  date  of  the 
su^nsion,  and  (3)  offer  the  recipient  an 
opportunity  to  show  cause  why  such  ac¬ 
tion  should  not  be  taken. 

(e)  Opportunity  to  show  cause.  If  the 
recipient  requests  an  (H>Portunity  to  show 
cause  why  a  suspension  of  assistance 
should  not  be  continued  or  imposed,  the 
Commissioner  will,  within  7  days  ^ter 
receiving  such  request,  hold  an  informal 
meeting  for  that  purpose. 

(20  U.S.C.  1070b  and  1232c) 

Appendix  A 

ALLOTMENT  CV  FtTNDS  TO  STATES  FOB 
FISCAL  TEAR  1972 


Alabama . $1,136,205 

Alaska  _  37, 632 

Arizona  -  794, 102 

Arkansas _  646, 033 

California- _ _  8,126,711 

Colorado _  1, 002, 656 

Connecticut _  994,762 

Delaware _  174, 114 

District  of  Columbia _  668, 864 

Florida _ _ _  2, 066, 032 

Georgia . .  1,291,156 

HawaU _  298,396 

Idaho . . 320,388 

lUlnols . — . .  3, 743, 393 

Indiana _  1, 967, 198 

Iowa _  1,331,909 

Kansas _  1, 082, 749 

Kentucky  -  1, 080, 841 

Louisiana _  1, 276, 332 

Maine _ _ _ _  308, 431 

Maryland _  1, 168, 652 

Massachusetts _  2, 768, 217 

Michigan  _  3,  339, 267 

Minnesota _  1. 663, 842 

Mississippi  _  863, 948 

Missouri  _  1,754,719 

Montana _  323,599 

Nebraska _  713,680 

Nevada - ^ _  116, 425 

New  Hampshire _  322,323 

New  Jersey _  1, 321, 749 

New  Mexico _  412,226 

New  York _  6, 234, 166 

North  Carolina _  1, 783, 607 

North  Dakota _  361, 555 

Ohio . 3,668,791 

Oklahoma _  1, 178, 300 

Oregon -  1, 036, 037 

Pennsylvania _  3, 761, 149 

Rhode  Island _  393, 090 

South  Carolina _  690,479 

South  Dakota _  347, 063 

Tennessee _  1. 398, 807 

Texas  _  4,038,448 

Utah . - . .  781, 127 

Vermont _  236, 606 

Virginia .  1, 293, 349 

Washington . . 1,626.138 

West  Virginia _ _ _ _  707, 338 

Wisconsin  _ _  1,916,003 

Wyoming _  161, 836 

Guam _  13, 218 

Puerto  Rico _  666, 030 

Virgin  Islands _  4, 746 

Total  . 1— .  76,050,000 
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